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CORRECTION 


\ 


Statement by Mr. H.J. Sissons on page H-363-2 (June llth, 1973, 
5.25 6 5.30 p.m.) commencing four lines from bottom of the page, 


should read: 


Mr. Sissons: I believe they offered $2.50 a foot for the first 


sub-grade floor, as opposed to $6.00. 
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H404 - 1 

The committee met at 9:40 mmx o'clock a.m. in the 
members' boardroom. Mr. MacBeth in the Chair. 

Mr, chairman: We hove a gue resent , and Mr. Candy 
is present so I call the meeting to order and ask Mr. Candy 
to again come forward. 

I would remind you, Mr. Candy, that you are under 
your oath from two days ago. 

Mr. Shibley. 

@Mr. Ghibley: Mr. Candy, at the conclusion of 
yesterday's session, we had been dealing with the series of 
attendances during the B latter part of November and I had 
presented for your consideration and comment the minutes of 
the general manager@gs’ meeting of November 22, the notes rAz 
@melogistics compiled by Mr. Sissons on the 25th, and a 
circumstance of the chairman having received that last documen 
on the 26th, and your attendance on Mr. Moog on theg 26th 
as well. 

Now, we WBS ackea you to reflect on that combinatio 
of tthekjeties circumstances overnight and to give us today the 
benefit of your recollection as to what transpired during the 
course of those attendances, what comments were made, what 
decisions were taken. 

Mr. Candy: Could I have a copy of that memo? 

Mr, Shibley: Yes. gakgfhigee-him exhibits 25 and 26. 

Mr. Candy: What we did last night, and we spent 
a lot of time at this; we even went =: we held ouk& meeting 
last night in the same room as we held this ‘i ai eg alates 
general managers' meeting. I even sat in the same chair ..._ 

Mr. Shibley: Yes, 


Mr. Candy: _that I remembered sitting in at that 


time. We went over all the names of the people that had been 
at the meeting and we spent, as I say, a lot of time consideril 
this thing, and I would like to say now that there is no doubt 
in my mind that the information down here which says § "One | 


a | 
competent developer has already indicated}willingness to work — 
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(Mr. Candy) | 
within the framework g# incorporating some considerable part 
of the architec tedésign work which was previously shelved." 

It must have come from me. I# must have said that, hecauag 
peatttcen nobody else at that meeting would mie knowa it. And 
MeeteC Phas vik trnl. cine thas {bed Shen eee el eh 
Canada Square. I was quite impressed with Canada Square ,and 
if the members of the general managers'®@ committee and 
subsequently the commission had been prepared to go ahead 
with a single developer, this was gopupempyerm the goal that 
I was working to. The rest of that about competitive tenders 
and a procedure which would normally be required, it says that; 
"This could be a reasonable justification for proceeding without 
the complicating process of soliciting competitive tenders} 
Beer owas not my wording; I think that is Mr. Sissons' wording | 
afterwards, or at that meeting, but that part of it was not 
mine, What I was contributing was the ravtgwnat 1 said 


yesterday about salvaging drawings is still eorress) I was 
not looking at this at all in the way of salvaging éf@i¢ 
drawings, but the general manager did express a view at that 
meeting » ping, that everything should be done that could 
pessibly be done to reuse what we could of those drawings, and 
his understanding at that time was that in doing that we would, 
I thigink , save money by doing it. ‘My understanding of what 


I said was the fact, you \ei—,9 know, that you cannot just do 


a scissorg@ job on a set of drawings. _ aA ALTE Seren SRR 





(Tape H405 - 1 follows) 
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ee ; 
MR. Cand 
My intention at that time was that @# there were certain facets 
of that which could be incorporated in the design of F6ut ding, 
Ana as I had been working with Canada Square up to that time 





and looking at sketches that they were making, I was aware 

that certain things which were in that design, features of 

that design-- when you talk about design, I am talking more 

about layout really than design were being incorporated. 

These were things that we felt, in the initial stages, we 

required and these were again incorporated in the set of drawings 


and This is what I had in wisi pa I think I'm quite convinced 
now there's no doubt that I said that at that time. 

Mr. Shibley: Mr. Candy, just to make it clear for 
the record; when you say “we sat down last night and formulated 
a recollection of what took place at the meeting of November 
22," who was in attendance at last night's meeting? 

Mr. Candy: At last night's meeting, there was 

eee 
Mr. Gordon, Mr. Sissons, myself, Mr. Durand and Mr. 
McCallum. 

that 

Mr. Shibley: Sofnat you are now reporting to 
this committee emanates from the discussion among/ those 
gentlemen last evening ,and what you are saying is the 


recollection of the people you have mentioned? 


Mr. Candy: Well, yes. These other people that 





we looked at, there was no way that any of the other people 
that are listed at that meeting could have that information. 
Mr. Shibley: All right, now just... 
My, Candy: I am satisfied that I «gm provide 
that, information 


Mr. Chairman: Mr. Hodgson. 
Mr. R. G. Hodgson: Did you have the benefit of 


a copy of the agenda of that nt taal was there an agenda 


of that meeting? 





Mr. Candy: You méan this document here? 
Mr. R. @. Hodgson: Of the 22nd. bifexks More nu ODALUA€ 
for ike 2a mee kg? 


} ‘ H- 405-2 June 13/73 
9.45 to 9.50 am 
DT 

Mr. Candy: No, not that I am aware of. 

Mr. Shibley: Now, Mr. Candy, before we go forward, 
ys have made reference to the fact that you had been working 
with Canada Square and had seen some of their sketches. Did 
you attend a meeting with personnel at Canada Square on November 
2, 1971? 

Mr. Candy: Yes, I believe I did. 

Mr. Shibley: And you met with Mr. Moog on that 
occasion? 

Mr. Candy: Yes. 

Mr. Shibley: You saw sketches that they had 


prepared that day, did you not? 


Mr. Candy: That is correct, yes. 
Mr. Shibley: Did you, on that occasion, discuss 


those sketches with him, as to whether they were suitable or not? 
Mr. Candy: Well the major thing that I was 

concerned with=and being an architect, naturally, I got enthused 
with this, with the new concept haan First of all, they started 
out with this curved building which had a lot of pylons and 
things coming down which I didn't like oa I told them that 
should be taken out and smoothed out and I made several 
suggestions for changing that. Later on, they had another design 
which had four pylons in the corner, which to me was not suitable 
at ey ie I told them it wasn't suitable. 

To me, it wasn't suitable for that site or for a 
corner site for that matter gemini. While I can remember 
being somewhat upset at the fact that they were doing drawings 

— and I am sure I told them that... mms at the same time I have got 
to admit that I was anxious to get this thing on the rails giaé- 
I did participate in criticizing what they were doing and trying 
to offer some helpful suggestions amd the major thingg that I 
saw when I went up there|athe plans were a very sketchy thing, 
the major thing basically was the concept. It was the 
perspective or the elevation of these various proposals that they 
had which appealed to me, and these were the things that I was 


basically criticizing and offering some suggestions on. 
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Mr. Shibley: Is it fair to say, Mr. Candy, that 
during the summer and fall of 1971, in addition to providing 


a cal ee gph Fe 


the plans for the original building, that in the course of 
communications between yourself and the Canada Square 
organization, you provided a certain amount of input as to their 


planning and thinking for purposes of ‘ 


(H-406 to follow) 





i oe 
= 
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(Mr. Shibley) 






"Planning ~andthinking-fer—purposes_of working up a 

proposal to Hydro? 

Mr. Candy: Yes, I would say that. 

Mr. Shibley: As an BKanple, you've mentioned 
your having made comments on the preliminary sketches 
made on November 2? 

| Mr. Candy: That's right. 

Mr. Shibley: Yau also provided them on November 
9 with the information refergable to the number of people 
to be employed? 

Mr. Candy: That's right. 

Mr. Shibley: That was to be part of their 
submission at one eth. “ts that correct? 

Mr. Candy: Yes. 

Mr. Shibley: @m—& In order to influence the 
thinking in respect of whether the proposal should be 
put forward 

Mr . Candy: I don't know as it was to be part 
of the submissiong; it was part of a sort of a PR thing, 
they wanted to approach the commission Bree on the basis 
thiswould create employment, that was my understanding ol that . 

Mr. Shibley: So that when you subsequently, on 
the first of February, reported upon the various CT ae 
proposals that were submitted in a report of that date, 
which ig exhibit 62, _ 

Mr. Candy: That's my letter to the chairman. 

Mr .Shibley: Thats right, your letter of February 
1 ,1972, to Mr. Gathercole, and I'm looking at page 10 in 


particular, of that exhibit. 


, 
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9:50-9:55 gm 
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—————— 


(Mr, Shibley) 

N@tice the secondiast paragraph on page 10 
Mr, Candy. 

Mr, Candy: Yes. 

Mr. Shibley:"The submission by Canada Square 
Corporation included a set of design drawings for a curved 
building of a high quality which would enhance the corporate 
image of Ontario Hydro, Whereas it is very doubtful that 
the low figure of $26 per square foot submitted gf by 
Ke sufficient to provide a building of the 


character and quality BAY ih ee ag our purposes on this 


a 
Ellis-Don 


very important and prominent ‘algae The design of the 
curved building would be very similar in character with 
the Treasury building recently constructed Sy sxe 
Provincial Government ,"and so on. 

When you made that observation as part of 
your report to Mr. Gathercole, the design in question, 
of course, had received some kind of contribution from 
you in the way you have just been outlining to wont this 
committee? 

Mr. Candy: That is correct. 

Mr. Shibley: Is that correct? 


Mr. Candy: That is correct. 





Mr. Shibley: Of course, this report was subsequent 
in point of time to the receipt ofthe three other proposals 
from developers who had not submitted design drawings. Is 
that correct? 

Mr. Candy: One had made design drawings. 

Mr. Shibley: Yes. 


Mr Candy: But not submitted them. 
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9350-9 : 559m 
C.B.= 
( Mr. Shibley: The one in question was Horizon. 


Mr, Candy: Horizon. 
Mr. Shibley: Y@u had indicated to them when 


you saw them that they were unacceptable? 

Mr. Candy: That is correct. 

Mr.Shibley: Did you provide wk them with the 
same input as to the kind of design that would be acceptable? 

Mr. Candy: N@, I would paay S80, dt was a seit hal 
series of three separate towers as I recall it now, a was 
a fairly large.scale presentation which they had in an 
office next to Mr. Zwiggs office. He took me in there and 
I was quite surprised to see these. This was in the 
early part of January. 

Mr. Shibley: Yes. 

Mr. Candey : And as far as I was concerned, just 
in looking at it, this wasn't the type of thing that we 
wanted at all, and I think the attitude as I recall 4 Nr. 
Ziq Zwicgamase Okay forget it.’ 


Mr. Shibéey: In fact, it was the understanding 





from you of the other three developers who submitted 
proposals that they were not to submit drawings. Is that 
not so? 


Mr .Candy: That is correct. 





Mr. Shibley: All right. Now then just again 
while we're at it. Ong November 1, 1971, exhibit 22 y 
indicates that there was a meeting at which you were 
in attendance with Mr. Sissons, Banks, Witbeck and Dean, 
gee qs it fair to conclude that it was at this meeting 
that the decisions was taken to abandon the original plans 


and to design a new structure? 
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Mr. Candy: I would certainly say that at 
that meeting this was the interpretation that I took 


from that meting. 





H 407 to follow 


N. 
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iolinitdtal CIEL Le llet, Lo l-cumseleahtube ~ a 


Mr. Shibley: Now, if Mr. Moog's organization had already 


done some drawings on November 2, 1972, upon which you expressed 
your views, do I take it that Canada Square and their architects 
were already alert to the prospect that a building of new design 
was in contemplation? 


Mr. Candy: As of November 2nd? 


, 


Mr. Shibley: Yes. 


Mr. Candy: Yes, I would say so. 





Mr. Shibley: Trey would have known it prior to November 1, 





would they not? 

Mr. Candy: Yes, I would say so. That's right. 

Mr. Shibley: When would you have communicated to them that 
in all likelihood a building of new design would be constructed? 

Mr. Candy: At either the end of August or the beginning 
of September, somewhere in there, after I had given them the drawings 
and asked them for a proposal on that original buildings that is 
when Mr. Moog got back to me and said that he was not particularly 
interested, or really not interested at all,in putting in a proposal 
on that site, sad he was very enthusiastic about a new type of 
design for that site which he thought would be much more, not 
sensational, but something much more attractive and much more} he 
was very revenue. oriented\pAna muz something that we could get 
revenue out of, ema We thought that the area itself, the location of 
that S206, WEURS support a commercial area, and he was quite 
enthusiastic about doing something entirely different and not 
proceeding with the present building. 

Mr. Shibley: So that sometime between August 1l, 231 ne 
November 1, 1971, that exchange between yourself and Mr. Moog took 
place? 

Mr. Candy: That is correct. 


OE NEE IRE 18 LN 


Mr. Shibley: You submitted the drawings to him on the 
llth engi. would it be in the latter part of August that 
he said that he wasn't interested in submitting a lease-purchase 


offer on the original plans? 


WF -4 
e 


9:55 — 10700 am 
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Mr. Candy: I am not positive of that. I know I had a | 
meeting with him on August 25, mab I don't know whether it was , 
thatmeeting or whether he called me, but that is why! I am sayings 
was eithertowards the end of August, or the early part of Septemb 

tee advised me that he was not interested in proceeding with { 
It is somewhere in that time. 

Mr, Shibley: Yes. What I'm interested in knowing is 
whether the concept of a newlyfaesened building originated with 
Mr. Moog, or with yourself? 

Mr. Candy : Do you mean drawings? 

Mr. Shibley: NO, whow, 

Mr. Candy: No, they initiated with Mr. Moog. Because yw) 
I went up there,,.when he called me, for instance, to go up and 
said he had something to show me,,this is the first time I had 3 
sketches of anything. And they had gone ahead| they are an 
aores*ix° organization|.and they had gone ahead as they do on mos. 
schemes they do, many of which do not come to fruition. But the 
had gone ahead on their own and they showed me these sketches of | 
the proposal that they had intended to pursue. This was entirely 
on their initiative, and not on mine. 

Mr. Shibley: So, Mr. Candy, just to refresh your memor 
you lad meetings on August 24 with Mr. Johnston of Canada Square f 

Mr. Candy: Yes. 

Mr. Shibley: And another meeting on August 25 with Mr. 4 

Mr. Candy: Yes. 

Mr. Shibley: Would it be in tig course of that series 
meetings that this discussion, respecting a new design for the 


a 
building, took place? 
oe Mr. Candy: No, not respecting a new design. It is quit| 
possible that gm the 25th of August is when Mr. Moog told me tha 
he was not interested in proceeding with thats and he talked abot) 


agummigeeee, the type of thing he thought we should be doing on that. 





H-408-1 follows 
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Chairman: Mr. MacBe' : 
if - 408 ~ 


(Mr. Candy) 





I think what happened there was that Mr. Johnson came down 


to see the cost report of the first building prepared by 
Hanscomb Roy. 

Mr. Shibley: So that again now we have another item 
of input to them. There was a breakout of the cost of the 
original building by Hanscomb Pay doy, {s that correct? 

Mr. Candy: I think that is correct. I think that 
gis what he came down to see. He was the estimator and that 
is all he would be down for I think, to see that. 

Mr. Shibley: And he was shown the breakout of that 


_ 


costing? 

Mr. Candy: I would say yes. 

Mr. Deans: When was that? 

Mr. Shibley: On August 24th. Well then you say on 
the 25th, Mr. Moog indicated that he was not interested in 
doing a lease-purchase on the original set of plans but would 
be interested in submitting a proposal on a newly designed 
building. Is that correct? 

Mr. Candy: As far as I can recall I would think that 
that is probably the date that he told me that, yes. 

Mr. Shibley: And during the months of September and 
October, 1971, did you make any attendances upon the personnel 
of Canada Square who were responsible for working up their 
proposal? 

Mr, Candy: Not that I have any recollection of. I 
don't think there was ana I was away in October quite a bit 
eosin I don't recall doing that. 

Mr, Shibley: All right. The one sabak contribution 
you made to their design was to comment upon the sketches you 


saw on November 2nd? 
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Mr. Candy: Yes. 

Mr, Shibley: The breakout of cost to which you 
referred earlier prepared by Hanscomb agm Roy t believe, was 
dated March 23, 1970, and is already exhibit 8 in these 
proceedings. Is that correct? 

Mr. Candy: That is called report number 6, isn't 
it? 

Mr. Shibley: It is called...I am sorry, I must be 
wrong in that. Is that it? That is, the cost escalatio 

Mr, MacCallum: Is that what you are looking for? 

Mr. Shibley: No, I am looking for what the witness 
has referred to, I want to make sure I Wohderstand. 

Mr. Candy: I am referring to Hanscomb {Roy 's report 
number 6 which was their final report on the cost of the 
building. 


Mr. Shibley: Well perhaps during the morning recess 


| 
| 
| 
| 
q 
| 


you might locate that document among your records, Mr. 
MgoCallum. I would like to be sure if it isn't already an 


exhibit that it is an exhibit. Have you an approximate date 





for the document? Do you have any idea when that was done? 
Mr. Candy: It was around the end of 69. That was 
the final.-=.that was the net cost + What we did with that wea. 
we had an estimate in 196 and they kept their costs all based 
on 1968 all the way through, esd Fhe purpose of employing 
Hansconbfffoy was 6 cost control as we were doing the designing ® 
MY. Shibley: Now, Mr. Candy, you have already i 


dealt with what is the recollection of the people who met last 





night respecting the meeting of November 22nd. Have you any 
comments now to make respecting the memorandum of November 25th, 


compiled by Mr. Sissons? 
Mr, Candy: The only thing I can say there I was not 
aware of that memorandum at all, Nee seen the memorandum 


I was not aware that it had been written. -—igiieiigpieses- 


June 13th, 1973 
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(Mr. Candy) 
at was discussed apparently with the general manager and 
Mr. Sissons and the chairman and then @g November 26th was 
when Mr. Sissons advised me then that we were going to get 
competitive bids. 
Mr. -a@m/Shibley: Let's then talk about November 26th. 
Was there a meeting or ing ome way was a decision taken on 
the 26th of November or shortly thereafter respecting a change 
of direction, respecting dE 20 
Mr. Candy: Weadas think the meeting of the 26th was the 
change of direction. 
Mr. Shibley: What meeting are you talking ai 


Mr. Candy: Well. I am talking about the meeting between 


) 
the chairman, Mr. Sissonsg and Mr. Gordon which Mr. Sissons 
advised me of by telephone far they had made a change of 


direction, that they had gee? decided now that we would 
go out and get competitive proposais from other developers. 

Mr. Shibley: I might tellyou Mr. Candy that up to this 
point, we (elm have not heard géfevidence that I can recollect, 
of a meeting on November 26th between those three gentlemen. 
Would you please noW/ provide this committee with particulars 
of such meeting’ 

Mr. Candy: Wai’, hoe only thing I know about the meeting 
is we discussed it last night. They recollected that there had 
been a meeting and at that pels wath the general manager and 
the chairman mig that it was discussed with them -and that's 
really the only information I have on that. Ail I know is 
that I gwas advised that @fwe were now going to get competitive 
bids. 


Mr, Shibley: So you received a telephone mss NUSHLON, 





from whom? 


Mr, Candy: Mr. Sissons. 





\ 
n 


fa 
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ae 


( Mr, Shibley: Mr. Sissons? 





Mr. Candy: Yes. 

Mr. Shibley: Arid it was to what effect? 

Mr, Candy: Well, the fact that we were going to get 
eines We had to get competitive proposals. 


Mr. Shibley: Yes. Was any explanation given to you 





in that respect? 
Mr. Candy: x don't recall, Mr. Shibley. I think that @ 60 
$ Mr. Chairman:  Figmme Yor SegeeTnmenta to make, Mr. McCallum? 
Mr. McCallum: Well I wonder jin relation to the time of 
thefeeting, my memory was that Mr. Sissons had said that it 
was about that time that the meeting had taken place. I don't 
think he said specifically, Ks Mr. candy aaa, I think the 
chairman also said that it was about that time. 
Mr, Chairman: The point being that Mr. McCallum 
didn't think that in their discussion last evening that -<@imiggéthey 





Mr, MeCallum: wt That would mislead you entirely. 





wivee making the point, if I may, that the earlier 





evidence to which Mr. Shibley @has alluded this morning indicated , 
first that the chairman thought that this meeting had been (gga held 
about this time, xgethat Mr. Sissons had done the same ERIN» 
that Mr. Candy now comes along and says; "I believe it was at 
that time because I got a phone call from ie Sissons on that 
same date Seag@ telling me to do thussy thet 's ail I wanted 
brought to your attention, 

Mr, Chairman: Thank you, 

Mr. Bullbrook: Well Re want a little bit of clarification. 
I understood Mr. Shibley to vat I agreed with Seen” 
I didn't recallg any direct evidence from either Mr. Gathercole 
or Mr, Sissons that there was a meeting on November 26th and 
I take it from counsel for Hydro that he is saying in effect 


that there was evidence from both Mr, Gathercole and Mr. Sissons 


June 13th, 1973 
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\ wr. Bullbrook) 
that there was a meeting approximately at that time. 

Mr. MeCalium: I said that the decision was made about 
that time. 

Mr. Bullbrook: At about that time? Do we have a meeting 
of the minds on our understanding Mr. Shibley? 

Mr, Shibley: Well perhaps Mr. MeCalium can help us in this 
respect or Mr. Candy >but my recollection of the evidence was that 
they did gsay there was a change of direction following the 
November 25th memorandum but they were quite #M@findefinite as 
to when. Now this witness is saying that that took place 
on the 26th. It @# is the first time that that has come out 
and it is the first time that there has been any reference to 
a meeting among Mr. Gathercole, Mr. Sissons and Mr. Gordon. 

That is wiot hea Vaud it? 

Mr, McCallum: I agree with that. That is my understanding 
of the evidence. 

Mr, Shibley: We +qiGi@gwhadn't to this moment heard 
that a meeting had taken place to consider the November 25th 


memorandum, 


— _ ae Ri Se 
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| ar evidence 
Mr, Me@allum: I am not aware of any reference to any 


4g heretofore about a meeting that ....... 

Mr. Bullbrook: That's right. That is my understanding 
also. 

Mr. Chairman: Is Hansard getting Mr.McCallum's remarks 
all right? 

Mr. Shibley: Perhaps when we call Mr. Gordon,who will 


y 
be one of the next witnesses, he can enlighten us further as to that 


particular @ meeting. In st event, you met with Mr. Moog on 
November 26th, same have you any recollection now of what went on at 
that meeting’ 

Mr, Candy: Well, Txmttimiep-amow-ieelaeem most of my meetiny 
with Mr. Moog, ‘wpa when Mr. Mooe called me. When Mr. Moog calls me 
I make a note of it, and I think that was a pre-arranged meeting andi 
I think this was again to look at some sketohes he had. TI don't 


think that that meeting was determined by what Mr. Sissons has said. 





Now, at the time I had the meeting I probably told Mr. Moog that 
we had then decided that we were going to pet competitive proposals, 
but I think the basic purpose of that meeting was to look at more | 
sketches that he had. 

Mr. Shibley: Did you have any iiatahllabd Sets with him? 
First of all, had you already received your telephone communication — 
from Mr, Sissons arerthe time you went to see Mr. Moog? 

Mr. Candy: That is a very hard,..... 

Mr. Shibley: It appears that you went to Mr. Moog's 
office on the 26th at 12 p.m. 


Mr. Candy: Tf T said "yes" or "noy Mr. Shibley, it wou é 





be a guess. 


Myr. Shibley#! Was there any discussion between you and — 


Mr. Moog respecting the decision that had been made on that day? 





June 13, 1973 
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Mr. Candy: Not really that I can recall. I would 
think that basically it was a meeting to look at more sketches 
that they had, but if I had known of that I think @——I don't think 
thie is any doubt about it~. I would have told him at that time. 
Now, whether I knew about it at that time or not, it would be a puess 
on my part to say “yes” or "no". 

Mr. Shibley: In any event, when did you provide Mr. Moog with 
the specifications upon which a proposal was to be made , they being 


the same specificationsas provided to...... 


Mr. Candy: I would think, in thinking back over that, 





I would think wage aquite progressively, as time went cron ne 
were talking about this thing all the time and I would ‘peeeyx think 
that the information that I eventually gave to the other developers 
could have been relayed to Mr. Moog at various intervals, as we 
went along. 
Mr. Shibley: Over what period of time? 
Mr. Candy; Oh, I would think from the beginning of 
November. Some of the things, when he talked to me about the 
building itselfyg and simp being interested in thatputlding, would 
take us back as far as that August 25th meeting. I may have 
interbcted some comments then because one thing that made me more 
‘ enthusiastic was that he was saying some of the things then that 
{ had in my mind at the same time, and I think that I may have said, 
“Wer, we need a million square feet in the new building, or something 
like that. I may have conveyed something like that to him. But I 
would think that by the time we got up to the time of putting in 
proposals that the ginformation that was covered in that specification 


9 A Beit tie enti Ae O,C ivi al 


Makwaw ash ebalmahslealrmay~* os ~ eevee 


which I finally put out on February 


we a ommal’ na.4 
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Se a written type document. I would think that he had 
most of that information progressively, you know, during 
that period. ¢ 

Mr, Shibley: I take from your answers, Mr. Candy, 
that during the months of September, October and November 
what Canada Square were working on was a lease-purchase 
proposal referable to a building of new design? 

Mr. Candy: I would say yes, that's right. 

Mr. Shibley: So that to the extent that the 
general managers , in the latter part of November 22nd, 
were referring to Canada Square as the developer they 
had in mind, SSeS they know that what Canada Square was 
working up was a lease-purchase proposal based on a 
building of new deshgn? 

Mr. Candy: Would they know from me, you mean 7 


Mr. Shibley: Yes. 


Mr. Candy: Whether they were doing it? 

Mr. Shibley: Yes. 

Mr. Candy: What were the dates ¢ What dates are 
you talking about again? 

Mr, Shibley: Well, just going back chronologically; 
by the 25th of Auguste Mrs Moog had told you he wasn't 
interested in doing a lease-purchase on the original 
designeg building? 

Mr. Candy: Yes. 

Mr, Shibley: Then in September, October, November 
he was obviously working on a lease-purchase proposal and 
sketches et~cetera for a building of new design. Is that 
correct? | 


Mr. Candy: Yes. 








f 
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Mr. Shibley: By the end of November, the 
general managers are talking about a developer who has 
expressed esd interest, et cetera, et cetera, ond their 
thinking iBjreriected in the err is that if some part 
~_ mim wwe Of the original plans could 
be salwaged, he was the developer to do it. Is that correct? 

Mr. Candy: Yes. 

Mr. Shibley: And they would know that what 
Mr. Moog was intending was a lease-purchase on a building 
of new design, even though it might incorporate some of 
the original concepts’ 

Mr. Candy: This is in November? 





Mr. -Shibley: Yes. 


® 


Mr. Candy: Yes. 








Mr. Shibley: And much of what turned out to be 
the ultimate specifications in written form that were 
delivered to all of the developers in February , would be 
known to Mr. Moog and his organization when? 


Mr. Candy: Oh, I would think at least by late 





in November, gggiegmirpieese. I would think, say by November 
26th, But you mic d tatet thing with these specifications — 

a lot of things in that specification are pretty normal to a 
developer. 

The major thin > “ot Souré ype knew the size of 
the sites; he knew we wanted a million square feet. He was 
going ahead. He knew the special facilities that we wanted 
in the building. And I think by late in November he would 
have been pretty well conversant you know with what we wanted 
in the building. I think that's tig 

Mr. Shilbey: Now going back, Mr. Candy, you 





mentioned yesterday or there was mention in one of your 
HEMERengumMEX memoranda in June of 1971 that the financial 
people of Hydro were going to look at the matter. Do you 


remember that? 


H-411 - 3 June 13, 1973 
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Mr. Candy: Yes. 
Mr. Shibley: And I'd like to know whether 
you saw the memoranda which were prepared first by 
Mr. Cameron and then by Mr. Dean during the summer months 
of 1971¢ 
Mr. Cameron, in Exhibit 14 did @ report dated 
July 16th, 1971, reporting to Mr. Smith. Did you ever see 
that document? . 
Mr. Candy: No, sir. 
Mr. Shibley: And then he did a«—, 
Mr. Candy: I didn't know that existed until 
this inquiry. 
Mr. Shibley: All right. Then he did a second 
report dated July 26thiy 1971, being Exhibit 17. 
Mr. Candy: Yes. 


Mr. Shibley: Did you ever see that document? 


Mr. Candy: No. 





H-412 to follow 
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Mr. Shibley: Did you have any communication with 
Mr. Cameron in the interval between July 16 and July 26, 1971, 
referable to their financial analysis? 

Mr, Candy: If Mr. Cameron was sitting right there, 

I wouldn't know him. 

Mr. Shibley: All right. 

Mr. Candy: We were going in #m two directions. I 
was trying to get a building built and they were looking into that. 
I didn't even know they were doing it. 

Mr. Shibley: Well, then, dealing with Mr. Dean next, 
he did a memorandum which is exhibit 18 and dated August 18, 1971. 
Did you ever see that memorandum before this inquiry? 

Mr. McCallum: What was that exhibit number? 

Mr. Shibley: 18, August 18, 1971. 

Mr. Candy: No, I would say no. I never remember 
seeing that one. 

Mr. Shibley: Would you then next look at exhibit 
MG is Mr. Dean's memorandum of October 21 to Mr. Sissons? 


Mr. Candy: October 21? 





Mr. Shibley: Yes. Did you ever see that document? 





Mr, Candy: No, I would say not. 





Mr. Shibley: Did you have any communication with 





Mr, Dean during the period August 18 to October 21, 1971, 
referable to his financial analysis? And I might tell you, Mr, 
Candy, to assist you, your diary reflects a meeting with John 


Dean on September 9, It was to have been at 9:30 in the morning 


“and tt appears it was moved along to 10 that day. 


Mr, Candy: That's September 9? 





Mr. Shibley: Yes. 
Mr, Candy: I don't know, Mr, Shibley. I have 


no recollection of seeing these things. As I say, I am not trying 
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DT 
(Mr. Candy ) 
to pass it off, but I had a lot of other jobs beside this one, 
and whether I saw him om anything else, I don't know. I am 
not saying that's probable, I am just saying it's a possibility. 
I really have no recoliection of discussing with him, unless 
he came to get some information from me about something. I 
have no recollection. 

Mr. Shibley: Well, Mr. Candy, the only thing I 
am really interested in is whether you in any way influenced Mr. 
Dean respecting the content of his report of October 21, 1971? 

Mr. Candy: Oh, absolutely not, absolutely not. 


They were off on a different direction to where I was going 






Sad 


and I had noyong | 
Mr. Shibley: And you have no present recollection, 
Mr, Candy: The only information that I knew about 
the OISE building was in my memorandum to Mr. Sissons that I 


wrote after we visited the OISE building. 


Mr. Shibley: Yes. 
Mr. Candy: And that was it. I gave some information 


in there that I got from Barry Brooks. 
Mr. Shibley: Was Mr. Cameron one of the people 


that went with you on that visit? 


Mr. Candy: No, no. 

Mr. Shibley: He went on his own? 

Mr, Candy : He apparently went on his own. 
Mr, Shibley: I see, | 
Mr. Candy: There was only Mr. Sissons, Mr. Witbeck i; 


and myself at that meeting. ‘ 

Mr. Shibley: All right. & Now then, whatever else 
took place on September 9 between yourself and Mr. Dean I take 
it also from your earlier evidence that he never mentioned to you 
then that there was g consideration being given to the limit @a 


So 
(H-413 to follow) 
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(My, Shibley) 





on the borrowing that Hydro should effect, which was 
influencing their thinking. 

Mr, Candy: N@ I would say not because this 
wasn't in my area. This was the financial people entirely. 
They were the people who were going to decide how we were 
going to finance the building, not me; and I wasn't 
concerned with that pam@exxak phase of it at all. 


have + 
Mr. Shibley: Do you any information as 
— nal 


to whether Mr. Sissons had any communic#iong with either 
Mr. Cameron or Mr. Dean refergable to their financial 
analysis? 
Mr. Candy: N@I don't. 
———— > 
Mr, Shibley: Did he ever mention to you during 
we Nek: perp 
this period of time that these financial investigations 
were beingbonducted? 
Mr. Candy: Not that I can recall no. 
el 3 
Mr. Shibley: There was a meeting on October 
_t ES § gather Mr. Candy, at which you were in attendance 
with Mr. Sissons, Mr. Nastich, Mr. Witbeck and two people 
with the initials JJC and DM, ie would they be? 
Mr. Candy: Do you have a copy of that? 
mel 
Mr, Shibley: There is no So don't 
LALLA LOLA 
believe, refergibie to that meeting. 
| Mr, Candy: Where do you find these initials 
pan Accson. ) 
Mr. Shibley? 
Mr, Shibley: I believe they are in Mr.Sissons’ 
diary. I'll check with that in a minute. 


Mr. Candy: What are the initials again? 


H 413 - 2 June 13/73 
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Mr, Shibley: JJC and DM, D as in Donald, M.— 
iSSOMS3 


———SS7550 
Mr. SeaaeaaaNA That was J.J. Carroll. 


Mr. Shibley: Yes that would be John Carrol pee. 
Sis$0uss ; 


Me » mame Woe’ was the other ones 


Mr. Shibley: D.M. I've obtained this data 
from Mr .Sissonsy diary. 
Mr, Candy: That is Doug Manson, |he is another 
one romana Witheck’s branch « 
Mr, Shibley: Right. What was that meeting 
about? 
Mr. Canddy: What was the date of the meeting? 
Mr. Shibley: It was Filpday, October 22, at 
10 a.m. At 10 Sic Nap or Nastich, and at 10.45 
JLW, MN,THC, JIC md DM. 


of people it 





Mr, Candy: iene those kinds 
was probably on space, cause Doug Manson was the 
one working out a lot of graphs and things on space 
for people, as I recall it. I thank ing would be the 
kind of people you are talking about there. I would think 
it would be on space requirement for staff and that type 
of thing. 

Mr, Shibley: So perhaps Mr. Witbeck } can help 
us on that. 


Mr Candy: He may be able to, yes. 
Mr, Shibley: Now then on October 26, exhibit 


21, is a memorandum from Mr. Sissons to Mr. Dean, respecting J 


which you've got a copy and I'm having it produced to you. 
I take it that from this document, Mr. Sissons got a 
copy of eport of Mr. Dean, dated October 21, exhibit 


20, wadbhe talks in this document "{f we are to proceed 


ee 
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(Mr. Shibley) 

on this basis we shall have to tie down a very @alistic 

specification with which to @mproach the development 

market"and mentions"high priority attached to brining 

our thinking to a conclusion." 

I'm interested in the statement respecting 

Wpealistic specification.” Did he discuss with you the 

Lavine down of specifications for proposals? 


Mr. Candy: No. 
a re 


Mr. Shibley: He did nes: 


Mr. Candy: No. It is only what is stated 


in the copy 7 have of this. 


Mr. Shibley: Were you ever instructed to 


prepare such specificationg and if so, when? 


H414 to follow 
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Mr, Shibley: JJC and DM, D as in Donald, M.— 
1SSONS3 


87530 
Mr, ssaceaaenape That was J.J. Carroll. 


Mr. Shibley: Yes that would be John Carrol ® gee. 


Sis$ouss @ 
an was the other one. 





Mr. Shibley: D.M. I've obtained this data 
from Mr .Sissonsg diary. 

Mr, Candy: That is Doug Manson, \#e is another 
one fromiman Witheck’s branche 


Mr. Shibley: Right. What was that meeting 


about? 
Mr. Canddy: What was the date of the meeting? 
Mr. Shibley: It was Fil}day, October 22, at 
10 a.m. At 10 CES Magpar- Nastich, and at 10.45 


JLW, MN,THC, JJC md DM. 

Mr, Candy: ap toe those kandslot people it 
was probably on space, cause Doug Manson was the 
one working out a lot of graphs and things on space 
for people, as I recall it. I think ig would be the 
kind of people you are talking about there. I would think 
it would be on space requirement for staff and that type 
of thing. 

Mr, Shibley: So perhaps Mr. Witbeck } can help 
us on that. 

Mr Candy: He may be able to, yes. 

Mr. Shibley: Now then on October 26, exhibit 
21g is a memorandum from Mr, Sissons to Mr. Dean, respecting | 
which you've got a copy and I'm having it produced to you. ) 
I take it that from this document, Mr. Sissons got a 
copy of eport of Mr. Dean, dated October 21, exhibit 
20, @mafhe talks in this document "{f we are to proceed 
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(Mr. Shibley) 
on this basis we shall have to tie down a very @alistic 


specification with which to @mproach the development 
market"and mentions"high priority attached to brining 


our thinking to a conclusion." 
I'm interested in the statement respecting 
\pealistic specification.” Did he discuss with you the 
laying down of specifications for proposals? 


Mr. Candy: No. 
Mr. Shibley: He did not. 


Mr. Candy: No. It is only what is stated 


in the copy 7 have of this. 


Mr. Shibley: Were you ever instructed to 


prepare such specificationg and if so, when? 


H414 to follow 
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co EEE eae 
Mr. Candy: There are some. I know there are 
references in the documents of places that I've seen 
where people have suggested this. I don't think when we 
came to inviting other developers - these developers - 
the thing kind of escalated, you know, fairly quickly in 
that areag. 


Mr, Shibley: It wasn't until the other developers 





entered the scene that you were laying down the specification? 


Mr. Candy: No. I don't think s.. == 
emacs 1 t was in my own head: I was aware of what we wanted 
and I think, you know, I relayed this to the developers 
verbally as it is shown in the documents which is quite 
aaa, I thought that I had given them sufficient 
information “tn which to put in a proposal. 

Mr. Shibley: I ask that you be shown @ Exhibit 23 
which is dated November end, and again at the third page of 
that document in the top paragraph you notice it talks of 
a negotiated partnership and so on. 

"Our plan of attack is to endeavour within the 
next month to bring to a conclusion our assessment of the 
type of arrangement achieved by OTSEs ‘based on our 
exaninations touriGe “epecttication with broad but very 
clear perdmeters as to the type of building and the type 
of contract we are polctingneoe es Eh Tie, 

“We would ms then approach the market on a highly 
ake selective basis inviting only nose (Fev tke strong and 
competent developers who could demonstrate to us that they 
could ee Es fact had some record of providing 
successfully, all the Serre tee cies a contract", 

I take it, Mr. a i data got a copy of this I 


notice... 


Mr, Candy: Yes, 
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Mr. Shibley: I take it that as at November 2nd 
the decision was taken to do a lease-purchase type 
transaction, to write specifications for it and to 
approach the development market on a selective basis. 

Mr. Candy: Well, that's what it says in that 
nenorandun, Wis I'm assuming HaX— 

Mr. Shibley: Well that was the @ consensus 
formulated as early as weet ti, 2nd? 

Mr. Candy: Yes. This was about the time of our 
meeting with Banks, you know. And-—— 

Mr. Shibley: And really, {inaemdecnrstenmecctsimairmmmesne 
ene antes. those recommendations that were 
part of the general managers meeting of November 22nd were 
made within the months deadline laid down in this memorandum 
by Mr. Sissons. he wan 

You notice he says within the next month; fvorking 
towards that —) in the same paragraph I just oat to you. 

Do you see that, Mr. Candy? 

Mr, Candy: You are talking about page three? 
Barettesstee ne top paragraph? 

Mr, Shibley: Yes. 

Mr. Candy: Page 3 where it says; Our plan of 
attack is to endeavour within the next month, "¥f 

Mr. Shibley: Right. 

Mr. Candy t= to bring a conclusion our assessment of 
the type of arrangement — ‘ 


Mr. Shibley: Yes. 





Mr. Candy :'...achieved by orsE based on our 
exantnationg. £¢attenrt to write a specification of broad 
but very clear parameters as to the type of building 
and the type of contract we are looking for. " 


Mr, Bullbrook: What was your question again, 





Mr. Shibley? 
Mr. Shibley: Were * want to know whether as at 


\ 
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(Mr, Shibley) 

November 2nd they had decided to ao ‘p* 1ease-purchase and 

within the next month to draw specifications for the 

purpose of approaching a selected number of developers#? 

Wasn't that the intent as at November 2nd? 

Mr. Candy: WHR Sete Jn that memorandum ib 
certainly appears that way. 

Mr. Shibley: Yes. Well, what I want to knowg is 
what happened between November 2nd and November 22nd to 
alter the thinking of the people who were involved in 
the decision-making process, 

1 Min mind,Mr. Candy, on the 2nd Mr. Sissons 


is talking about PeRoan Riri 


H-415 to follow 
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On 





November 22 and November 25, you people are talking about going 
with Canada Square, ; the need for soliciting competitive 
tenders. What took place in the interval to change the thinking? 

Mr. Candy: I guess the thing that tookplace in the 
interval was the November 22 meeting as far as I can see. I don't 
know of any other circumstance inthere that would change it. I 
was still carrying on with Canada Square, and I don't know of any 
special situation. b 

Mr. Shibley: Mr. Candy, exhibit 49, dated September Lys 
1971, indicates that there was a meeting with Mr. Zwig of Horizon 
on that date. 

Mr. Candy: Yes. 

Mr. Shibley: And he was expressing an interest in doing 
the project for you, as early as that date? 

Mr. Candy: Yes. 

Mr. Shibley: Was there any follow-through with the 
Horizon organization prior to November 25, 1971? 

Mr. Candy: There is another.portion of this fhe piece 
that Mr. Sissons had on top of this memorandum which is I think | 
now on a separate piece of paper Mikey Mr Sissons wrote me a note, 
and sent me either the original or a copy of this leter indicating, .. 

Mr. Shibley: I cart hardly hear you, Mr. Candy. 

Mr. Candy: Sorry. Where Mr. Sissons sent me a copy of 

this letter with a note on top indicating that they should be 


included at the time. And the contact yey 







Me McCallusns  tzaaaemmmememeesr— Have you got the original of that letter, 
meal 
Mr. Shibley, this September 16th? 


Mr. Shibley: No, you would have the original in your 





possession. 
Mr, McCallum: I think I can show the witness what he is 
referring to if it will help you. I think he is referring to this, 


Is that not the sort of thing you are referring to? 


xd 


' September of 1971, in November of that year when you were embark’ 


we hay al A ie ws Vea a, : 
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H-415-+2, 
7 Mr.Candy: No, no. That is another one, but there was | 
piece on top of it. 
Mr, Chairman: You are not referring to exhibit 50? 
Mr. McCallum: No, he is saying now, he's not. I've 
show . the witness exhibit 50 and he thinks that is not the one, 
He seems to have amemory of something being attached to another 
letter, sir; we are going to try and find it. ‘| 
Mr, Candy: In the original letter there was a plece | 
attached on here. But I saw in the exhibits that that had been 
printed on a separate sheet | where Mr. Sissons advised me that th 
people should be included when we hadé,_, | 
Mr, Deans: Wasn't that simply when we had someone try { 
decipher the writing at the top of the letter? 4 
Mr. McCallum: Just to take it for a moment, Mr. Shibley 
4f I can just ask, read the last sentence of exhibit 50 and see 
4f that is what you are thinking about. a 
Mr, Bullbrook: Typed or written? 
Mr. McCallum: Typed. . 
Mr. Candy: That's right. That's typaldown there. 
Mr.McCallum: I think perhaps that is what you are than 
about, is it not? 
Mr. Chairman: "Horizon will obviously be one of the 
organizations from whom we should solicit a proposal" 


Is that what are you looking for? 
MEXX RAMARAXTHAKXSXRIKKEX 


g an attachément to that letter when I got it. 
Mr Shibley: That's right. It was a letter to Mr. Siss! 
of September 16, 1971, and then he memoéd yourself and Mr. Witbec 


~ 


on September 22, 1971, just as you have read. 


Mr. Candy: Yes. 


ORAL ARIEL CAST 


My, Shibley: What I want to know is, why wasn't there 


CR OTST NN ST SOTO 


follow.up with Horizon, as per Mr. Sissons' earlier thinking in 


on this course? 
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Mr. Candy: When I got this, what I did with this, I 


retained it, and realized that when we got to that bith i> seamed 
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Se aN = — \ A Denes a Ore = re 
e boli al Cert _ Ses oce Ue TS < o ¥ > es ~ay. 










4f we got into that course, he would be one of the. 
people, and Mr. Sissons on ¢@@@@MM December 14 joa | 

Mr. Shibley: Well, before you go On pay 

Mr. Candy: All right, sorry. 

Mr. Shibley: We are not interested in sume after 
November 26 jay 

MR. CAndy: OK, okay. 

Mr. Shibley: pp. I am asking you about the period | 
up to November 26 .«giie in light of the earlier communication | 
from Horizon, which is exhibit 49, dated September 16, and a 
memo of September 22, 1971, which is exhibit 50, wherein Mr. 
Sissons says, "Horizon will obviously be one of the organizati 
from whom we should solicit a proposal.” 

And bearing in mind on November 2, ‘wk’ that day, Mr. | 
Sissons was saying, we should draw specifications of broad 
parameters and approath Nr selected few developers with 
strong reputations, and sog on, why wasn't there a reference 
back to this earlier aicigol hk with Horizon, and why didn’ 
you follow through with Pad aa as one of the strong developer 


that might be approached within the month of November to see 
| 
what kind of a deal they might make with you? 


Mr. Candy: I can't really give you an answer to 





that. I retained that in the file and then when we came to 
had 


the point where we demise, TTC € a decision to get competitive 


jek tenders, then these were one of the people we contacted, 
MR. Shibley: Well, in fact, you didn't contact 


Horizon until January e of 1972. Isntt that so? 


MR. Candy: Oh no, no, no. 





Mr. Shibley: When did you first contact them? 


Mr. CAndy: IN @ December. 


PAE IRATE ELL) 


Mr. Shibley: December. 

CAA RIA AEF LEDER REID 

Mr. CAndy: John Dean and I had a meeting and pam) 
MPo“DSais: December jpiieitmmtate) | 

MR. Shibley: I'm sorry; you! tage ane 





Mr. ir. Candy: In December, 


JUne 13/723 
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Mr. Shibley: Yes, Decgimber —— 
Mr. Candy: Yes, we had tifo ~ December 21, and then 
I wae went down ,.4 


Mr. Shibley:—And January 7. 





Mr. Candy: peg tO see HOrizon in January. 


Mr. Shibley: Yes, I beg your pardon, You're quite 


right. 

But you didn't get around to it until December 21, 
and I am interested in knowing why during the period November, 1971, 
particularly in light of the memorandum of November 2, g» why 
Horizon was not approached during that month? 


Mr. Candy: I don't know whether it was because 





of 

Yes ¥ and R's Eaton proposal, whether that was appearing 
interesting at that time or not, why this was not done at 
that time. I can see your point all right, but I just poy 


Mr. Shibley: The Y and R proposal, didn't that 





come in December also? 


Mr. Candy: No, the first 4.4 


MR. Shibley: Wasn't there discussion on that? 





Mr. CAndy: Nog, no, the first approach, I think, 


was about November 12. 


Mr. Shibley: I see. 





Mr. CAndy: Don't I have a meeting there with Mr. 





me Sissons on the Eaton thing on November 12? 


Mr. Shibley: I am sorry, you're right. November 1l. 


Mr. CAndy: November ll. 





Mr. Shibley: Yes. 


Mr. CAndy: And that's when we knew about that thing, 


age I don't know whether we had been thinking of, you know, 
Y and R and the possibility of Po 
Mr, Shibley: welf, let's just deal with the Y and R 
Slee 
thing then; notwithstanding you had a meeting on November 11, 
respecting the Y and R proposal for, I think they call it 


Centre Park, or Park Centre. 


Mr. Candy: Yes, Park Centre, yes. 


EASE A = 
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Mr. Shigley: Again there was no# follow-through 


on that,As @m at November 22 that was being ignored. 





Mr. CAndy: Well, that actually, I think, as I recall, 
was mentioned on the 22nd, but because it was a very | 
confidential thing which Y and R would not want disclosed, 
tam «it was not put into those minutes. I think that that 


was 
at the time of the November 22 meeting tiietin® discussed. 


Now, I am not prong 


Mr. Bullbrook: I think that was the evidence of 





Mr. Sissons, as I recall. 


Mr. SHibley: And then, similarly, exhibit 47, 





September 9, 1971, evidence Cadillac Commercial Properties’ — 
interest in doing this job for you, as early as that date, 


Mr. CAndy: Yes. 
Mr.Shibley: ,.y and neither were they jam pursued 


during the period immediately precgding the decision of Novemb 
wes wifere they? 

Mr, Candy: NO, I think they were late in NOvember 
or early in December sometime around there. But they had 
been talking to us, of course, about leasing a building which — 


is really what they wanted to do,  Maexyesgseum:sqetentro—elenpsigieibenS. 
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They wanted to build 
a building on Bay Street and lease it to us, and I think that's 
probably why we didn't get together any further at that point 
with Cadillac. 

Mr. Shibley: I would like to deal with these other 
developers for a moment with youy, Mr. Candy + Exhbfit 48 dated 
December 10th, 1971, references%@ a meeting with the Cadillac 
organiztion asm Chis was, I Heather one of a series 
of meetings held with various developers during the months of 
December and January of the following year( 

Mr. Candy: That is correct. 

Mr, Shibley: And we note that your comments really 
are wa the second paragraph; "Mr. Diamond seemed more interested 
in providing rental space to the Commissions but displayed some 
interest in putting in a proposal on a lease-purchase arrangement." 
Is it fair to say that they did not appear to you to be mg¥ide. 
enthusiastic about the lease-purchase type ‘Pldstransaction? 

Mr. Candy: When we got through #with that luncheon 
I was convinced myself, pretty well, that We they were not 
interested in it. 

Mr, Shibley: So they a_m wor ank of he —> 

Mr. Candy: H7e was going to send Mr. Daniels in to see 
me and he never did. They never followed up and I was pretty 
convinced they were not interested. 

Mr, Shibley: All right. So that Cadillac were never 
in serious contention for this type project 

Mr, Candy: No. No. They owned that property, as I 


understand it, on Bay Street and that's what they wanted to do__ 


Was, to build and rent it to us. 
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Cur. Shibley) 


Mr. Shibley: Then, following through with the Zwig 
organization 2..o» 

Mr, W. Newman: Mr. Chairman, may I through you3 
the comment was passed Tey had space to rent, Ts that 
one of the reasons they came to ag Mr Candy* 

_Mr. Candy: No, they didn't have the building built, 
but they owned the site and they wanted to build the buildings. 

We were already at 77 Bay Street. They owned the site immediately 
south of that on the west side of Bay. Now what they really 
wanted to do was to put up another building on Bay Street 

and rent that to us so we would get @itogether in the one 


place. 


Mr. Deans: 








Mr. Candy: Yes. 
Mr. Shibley: Returning to Horizong, after the initial 





communications of September, 1971, the next follow-up was on 
December 21 as indicated by exhibit 51° Is that correct f 

Mr, Candy: Yes. 

Mr. Shibley: And on that date it appears that Mr. 
igo. Dean met in your office Sif gave you indications 
as to the source and cost of funds , aia theigeg willingness 
to work with Adamson and that he was going to submit a 
proposal by January 15th? 

Mr. Candy: Yes. 

Mr, Shibley: Then would you please explain to this 
committee eek son meant by the last paragraph of that exhibit? 

Mr, Candy: "Any escalation in Yigg price will apply to 


Labows“@b/maintenance only and will not affect the capital cost 


structure over the life of the @@@@acreement." All I was trying 
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to say there I think is 2... 

Mr. Chairman: Would you speak up, please¢ 

Mr. Candy: I am sorry. All I was trying to say there 
was that the escalation would apply to labour on maintenance 
of the building really. This is a thing, of course, which 
is normal to any building | tert any rental proposition gs 
anywhere , 

Mr. Deans: 


Nattinetemetniaeeetseaemnianmineiemen 


Mr, Candy: Pardon? 


fs to everything. 








Mr. Deans: Is that different from anyone else's approachf 





understood that that applied #4 also to 
Canada Square’ 

Mr. Candy: Well, there is a point of confliction in 
bpere sath, In Horizgon's final proposal which I didn't realize 
until very much later and I am not sure yet whether it is 
really a factor-was the fact that he based his cost on 1971 
costs and said that they would be escalated. The rest of them 
A Ne 
we assumed that it was allAt@dédbdased on A ompleted building 


4 ny 1975. 


Mr. Shibley: I would like to produce to you exhibit 
52,which is dated January 17th, 1972, which is Horizon's 
proposal, 

Mr. Candy: Yes. 

Mv (/BUibLdy 1 Me Chaspman: Mp Shibley,—iwonde if 
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Chairman: Mr. MacBeth 





Mr. McCallum: Mr. Shibley, I wonder if it would be 
helpful to the committee if I brought to your attention the 
following sequence of events with Horiz_on, something that 
we discussed last night and the witnessms has touched on it 
this morning, and this is a written Boerne ise Meee. 
number 50. It hasnt been gone into and I just wondered if 
you wanted to refer to that. dau notice that there is in 
hand—writing on exhibit number 50 a written statement ,dated 
December i4th, 1971, which appears to read on my copy;- 

"KHC"~ which I guess is Ken Candy -‘“and John «Dean 
will aveek Pee. I will call when they wae-ready, 
December 14, 1971". 
Mr. Shibley: Yes, thank you, Mr. McCallum. 
Mr. McCallum: The witness has referred to that. I am 
told that that was Mr. Sissons and that was gm record he made on 
that letter of a communication he made to Zwig on that date, 


cnaod Ts 
to advise him with respect to 


livag him on the proposal. 

That probably would be the first one then. 

Mr. Shibley: Thank you, Mr. McCallum, So I take it 
that on or about December 14, 1971, the communications with 
Horizon were renewed? Is that correct? 

MR. Candy: On what date, Mr. Shibley? ¥ 

Mr. Shibley: On or about Dec“ember 14, 1971. 

Mr, Candy: Yes, I would say so. 

Mr. Shibley: Then there was a meeting on December 
21,1771, and tacks asky/you about the escalation clause and I 
now produce to you the next document in the sequence of 
dealings with Horizon which is exhibit 52, dated January 17, 
And it starts off ;- 

"Further to our recent meetings with Mr. Deang and 
Bhindi ctet and our brief examination of the plans Arepares by 


Shore Moffat@ and Partners for a building on your mite™s 
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and just stopping there for a moment, what are the meetings 
to jem which he makes reference? He says "recent meetings"; 
are those meetings within the month of December? 

Mr, Candy: There ‘ee two meetings, @imammeiiiesne 
eee One was on December 21st and the other was in 
January when Mr. Deang and I went down to their office, and 
that was the time when he ‘eget ghowed me the sketches they had 
PPEPALC A Baym ermnaneon 

Mr. Shibley: I, see. 

Mr. Candy :~for this building; and that was the time 
when I went over with them and looked at the Prudential Life 
and the National Trust, which is the building in which they 
have their own offic eg. 

Mr. Shibley: Yes. The note also makes reference to 


ra 


& brief examination of a plansprepared by Shore and Moffat®. 





Were these the self.same plans that you had previously. provided 
to Mr. Moog? 


Mr. Candy: Yes, that is right, the same set. 


OPEC 8A a 





Mr. Shibley: The same set. 


sree cs end DEI Ne rea 


Mr. Candy: I might say there that kypeeememie. Mr. 
Zwig came a a A an estimator in January and spent about an 
hour or more in one of our conference rooms going over those 
drawings. They were available to everybody, they were in my 
office on the tabie I have there ald my understanding certainly 
was that everybody saw them and they were available to anybody 
that had them. 
Mr . Shib ley: Mr, Candy, did you also show their 


estimator the breakout of costs by HanscombgRoy? 


Mr. Candy: I would say that I d greseuss I didn't 


a te te LITO LEM oP eh 


deny that to anybody. 


Mr. Shibley: Yes; anifignt. 
Mr, Bulilbrook: Excuse me, I am confused. Are the 


ORL NT LI SPE 
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(Mr. Bullbrook) 


plans we are talking about the plans for the original 
building? 
Mr. Shibley: Yes. 
Mr. Bullbrook: Had we not come to a conclusion? 
Did the evidence not show that they had abandoned the plans? 
Mr. Shibley: They had abandoned them, but wa-=--_ 





Mr. Bullbrook: As of this date? 





Mr. Shibley: Yes, that is right. 





Mr. Bullbrook: Would you pursue, or is it your 





intention to pursue with the witness? 


Mr. Shibley: No, I think Mr. Bullbrook I will ask th toa 





Steer it in these terms. These plans were being shown to the 


various developers who were to submit proposals for what they 


were worth. Is that the sense of it, Mr. Candy? 
Mr. Candy: That is cor : r w a ever assistance 


they might derive from them, But they wre not intended to 
indicate to developers that they were to submit a proposal 


based upon those plans. 


: ono definitely not. a ‘ 
bhp a hate 2 rer tne hag Eraces th 
y: It was a new building and they knew it. | 





Mr. Renwick: Well, maybe we could clear up the same 
confusion that I have , I take it that yesterday when Mr, 
Candy was referring to the abandonment of the plans and that 
the plans couldn't be BaLvVeged you were speaking about the 
design content of thesplans? 

Mr. Candy: Yes, when I said they couldn't be salvaged, 
you can't do a scissor job on a set of plans. m 
Mr.Renwick: de from a design point of view? | 


fape H - 419 follows 
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Mr. Candy: Yes. 


Mr. Renwick: I take it that this morning you also made 
a further distinction that they were of some assistance with 
respect to lay out and would be mm of some assistigace with respect 
to special areas, special requirements that you might want to abstract 
from them. 


Mr. Candy: That's right, like the tunnel, the subway 





entrance and the unloading facilities, the loading dock and this type 
pf thing, and an auditorium. There were certain things in there 
which we wanted incorporated in the next building. 

Mr. Deans: Mr. Candy, were there also specifications 


that went with the original plans? 


Mr. Candy: There were, but I never did get them on 





a plan. 
Mr. Deans: No one saw rene 
ey 


Mr. Candy: No one saw them. 


Mr. Deans: How do they differ from ‘xian Sins. 


the new specifications ? 








Mr. Candy: What do you mean by new specifications? 





Mr. Deans: How do the specifications for the old 
eae 
building, Sggex the ceeneral specs for the old A Te from 
the specs which were given out on February 9th? 


Mr. Candy: Well, the specs of the old building, of course, 





are a volume about that thick. 


Mr, Deans: No, I am saying the general specs. 


ARLE SS 
Not the specific specifications. 


Mr. Candy: How do they differ? Not too g much 


a 


generally. What I was putting out was the sort of general requirements, 


first the building Was bigger, I said we wanted a million game square 
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feet me above grade, and then I left it up to them as to the 








commercial area and this tyve of thing. I outlined the air-—conditionty 

We gave them the size of the site we saw and told them it was 
B4 

C.1 tmieeee zoning, and this type of thing and I felt that I had 


given them, as developers, mami enough information that they needed 





to do this, and nobody at that time complained that this was not 
enough information. 

Mr. Deans: I am not suggesting that it wasn't. I 
am just curious to know whether the seneral specifications were 
available at the same time as the plans. 

Mr. Candy: No, no, I would say not. I didn't have 
them on a file at all. They weren't there. 

Mr. Chairman: Mr. Candy, it is five to 11, do you wish 


a break or are you content to go through until 12/ 


Mr. Candy: Let's have a five-minute break, eh? 





Mr. Renwick: Just before that, just to lay to rest 





the legality question that you raised, that is, taet the title 
to those plans, weseum: Who owned them? 

Mr. Candy: Who owned the plans? Do you mean the original 
ones? | 


Mr. Renwick: Yes, the original plans. 


Mr. Candy: That is the property of the architects. 


Mr. Renwick: The property of the architects.” 








Mr. Candy: Yes. And we bought them and paid for them, 


We had the right, for instance, to put them out for tender and build 
that epgahiiies. building, but you can't take those plans and rehash then 
around, and I think, whereas Mr. Bullbrook suggested yesterday that 
it was a question of semantics KanZag but it is really a question of 
re-using facilities that we had already worked out before and , 
determined would be required in the new building. We would be up in| 
court yeu 20 minutes if we tried to re-hash those things and gave them 


ff to somebody, 


Mr. Renwick: I understand, For my purposes, am I correct 
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(Mr. Renwick: 
now in assuming that the plans have some value with respect to 
lay-out and facilities that you need, but that they have no 
particular value and were abandoned, in your sense, so far as the 
design content was concered 

Mr. Candy: Do you mean the overall design content, 
that we had given up the idea of building that at all? 

Mr. Renwick: Yes. 

Mr.Candy: Yes, that is correct. They had some value 
in looking at it on the basis of the quality of that building. 

Mr. Renwick: The quality of the building and the 
lay-out, and special features that you might require, such as the 
auditorium and other matters that you have ipa referred to. 
So it would be a convenience for a developer to look at them 
with a background of expert knowledge, it would be a convenient, 
shorthand way of him getting some immediate erAsp of the kind of 
facilities that you would need in your building» 

Mr. Candy: That's right. 


SoS 


The committee took recess for ten minutes. 
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(Mr, Chairman} Ma, He Ca dunn, — 
when you are speaking, if you decide to, would you come forward 


or get to a microphone so that the Hansard people can héar your 
don't 
voice. You/fave a gentle voice but it can't be heard on the 





Hansard so if you intend to interject, by the time you get up 
to the microphone, there will be no need for you to interject. 

Mr. MeCallum: Mr. Chairman, about it being 
recorded, then I want to take issue with you. I really have 
a gentle voice. I have been speaking so e loud in order to 
be heard, by Hansard. 

Mr. Chairman: All right. Well, they are not 
hearing you so if you will come forward. 

Mr. MeCallum: Thank you, very much. 

Mr. R.-G. Hodgson: Mr. Chairman, could we not 


just provide an extra microphone? 


Mr. Allan: Couldn't they provide an extra 





microphone? 


Mr. Chairman: Well, we don't want to encourage 





him, Mr. Allan. 

Mr. McCallum: I promise not to abuse the 
privilege but it would be very helpful. 

Mr, Renwick: I think, Mr. Chairman, one of the 
larger mikes would be much more helpful to a witness such as 
Mr. Candy as well, because we are having trouble hearing. so 


Mr. Chairman: Having trouble here? 
eg OES 


Yes. | 





seage Can you do that as we proceed 
or do you have to have us stop for it? 


Mr. Chairman: Take the one away from Mr, Bullbrook. 





Mr. Renwick: He would be quite happy to have mine. 
Mr. Bullbrook : I don't particulary like this, granu 






De ene ee ee Well, now I officially call the 


Rtn waeG Mn CTE 


meeting back to order and pass it over to Mr, Shibley. 
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Mr, Shibley: Mr. Candy, we have started on the 
review of Horizon's proposal which was exhibit 52, January 17, 
so that I take it from the content of this, you showed them the 
plan, what specifications did you provide them with in order 
that they might present a proposal to Hydro? 
Mr. Candy: Well, at that point, as I think we 
have brought out before, with all these people I mentioned «# 


2 = 


I gave them verbal information which 
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wanted in the building. NOw if you would like to — 

—thinexknin the things that I think, for instance;have 
you got a copy of this spec, the one of Februarzy 9, 
Mr. Shibley? 

Mr. Shibley: Yes, that is the one that was 
exhibited yesterday. 

Mr, Candy: Yes. 

Mr. Chairman: I think it was exhibit 149. 

Mr, Candy: I think that in the proposals 
that were put in, many of these things that I have 
here are reflected in theirproposals, and A some of 
the things, of course, do not influence the cost of the 
building really. So that I felt that I was talking to 
@ experienced developers, who were experienced with 
buildings and who knew for instance, all you've got to 
tell a build Sigg-ctep a developer, [You know you want the 
building dbuble gianed persod, aad \you know it is either 
double or single glazed and that's the kind of thing 
that you are after. 

Mr, Chairman: 152, 1 guess would be better on 
that, is that right? 

Mr, Candy: You see in the first part, “Ru, 
peg where w say "etx’site conditions; hocated at the 
southwest corner of University and College Street, 
consisting of 2.418 squanefoot.”” They all knew 
where thasite was; they had seen.- the drawings that 


z 
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we had shown them had a site plan on it, which ¥ showed 
where the site was and the size of the site. We told 
them that the value of the property was about $7 million, 
that we owned the site. wae Fs we told 
them, *witkes was designed for 12 times coverage. The 
depth of rock below grade; I'm sure I told them that. 
This has a bearing on the foundations the caissons for 
a building of that type;and the water table. 

The 50 tons per square foot; I'm pretty sure 
I told them that, because this was something that we 
had made tests on, and I think that I would be fairly 
certain that I told them that one. The Bank of Montreal 
building, of course, which was sitting on the adil Bec 
removed at the bank's expense. Now whether I told them 
that or not is not really a significant item. Beane Tey 
were @g there on a lease from us, and in the lease the 
bank had to remove the bank when this thing was finished. 

kie-Yhe height of the building teagme is 230 
to 240 feet; I think I told them that. I told them we 
wanted a million square feet of office space ,xWaxmanked 
above ground and about 15,000 square feet of executive 
offices which I think is very well reflected in && most 
of these proposals, Indoor parking for 12 cars. Indoor 
loading docks mail sorting room for Lamson conveyory 
16 high speed elevators, a class A vault, andy 44 by 
30 corridor around the outside. 

I told them we didn't want any computers, 


[R2m 
because we had moved the computer space. I voldytnat 
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we wanted an underground funnel to the engineering 
building, and that we had to have a subway connection 
to the TC. \Raaq storage rooms in the basement for dead 
files consisting of 3,000 square feet with humidity 
control and fire protection. Now that's an item I think 
I told them,I have a note; here is a thing I found, 
for instance, inmy diary, where Mr. patties had been 
toldvthis reads "the following [information React 
given to Mr. Tathum re new head office Bard OMA ihn 5 
building", this was on January 11. 

"14 plumbing fixtures, and seven washrooms 
for medical suites; tage executive officeg and board 


room, 14,00 square feet; Storage room for dead files 


4,000 square feet". That is just something I found 


the other day. That is dated Janugry 11, 1972. 





H422 to follow 





ie 


H-422 - 1 June 13, 1973 
a aid 11.25 aoMo 


(Mr, Candy) 

SS .We asked them for the Lamson conveyor, the sixteen high 
speed elevators, a Class A vault, no computer space, 
direct access to the subway, the medical suite for, seven gam 
two-piece washroomswhich is part of that, now that really 
doesn't affect the cost very much one way or the other. 

These were examining rooms, you know, for 
doctors. That was on the plans that we already had 
where they could see them. Structure desig ror 150-pounds 
point floor loading and that's mentioned in their 
proposals. There's a mention of that. All that means 
is that if you are going to load a floor and you design 
the whole thing for 150 pounds that's a very heavy structure. 
What I mean by point floor loading is if you take a mz panel 
between these four columns that you can put 150 pounds 
a square foot at some point on that floor. 

But you don't need to design all the girders and 
columns to take it or you are wasting a lot of steel. 

You may design the girders for say, 100 pounds, you know, and 
your columas for 100 pounds but your main slab will be for 
150 because it gets distributed to those beams and that's 
really what that is. It's an economic thing in the way of 
designing structural buildings. 

For instance, the building code will say 150 pounds 
on the ground floor and 75 pounds above the ground floor, 
gad this is a thing we ran into in the 620 building with 
computers that when we started to move in the memory drums 
and this type of thing we had to be darn sure we were right 
over the top of the beams or we would be right through the 
floor you know because 4t wasn't designed for that kind of 


loading. 
Mr, Shibley: Mr. Candy, I'm wondering whether 





we mightn't shorten this a little bit. 
Mr, Candy: All right. Sorry. Wor, 
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Mr. Shibley: I'm taking it as a fact that 
substantially what are in the paragraph-style requirements 
was communicated verbally to each of the four developers 
pefore they submitted and for the purpose of enabling them 
to submit a proposal. Is that correct? 

Mr. Candy: Yes. There are things on Page 3, 
for instance, the meeting room on the ground floor and the 
rentable commerofefih. area. 

Mr. Shibley: Yes. 

Mr. Candy: The other things are pretty normal 
to that. 

Mr, Shibley: Right. 

Mr, Candy: And —=— 

Mr . Shibley: This was pointed up that you wanted 
rentable commercial area ond So oh, 

Mr, Candy: That's right. 

Mr. Shibley: And all that is as a 
specification. On Page 4, electrical - a 600-volt system 
is mentioned. 

Mr, Candy: Yes. 

Mr. Shibley: No under.floor duct system axxdme 
and so on, eaaét I notice under 3(f) lighting of all offices 
to provide lighting intensity at desk level of 150 foot 
candles installed. - 

Mr, Candy: That's right. 

Mr. Shibley: Yes, Just dealing with the 
electrical for a moment. The agreement that was ultimately 
entered into with Canada Square — 


Mr. Candy: Is 100 foot candles, 





Mr. Shibley: Is 100 foot candles 





Mr, Candy: That's right. 





Mr. Shibley:.. At desk level. Is it not? 





Mr. Candy: That's right. 





Mr, Shibley: And the lighting system prescribed 





is a 416.volt system, 
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Mr. Candy: Yes. 

Mr. Shibley: Would those changes not materially 
‘affect the cost’ tdmre? 

Mr. Candy: Materially affect the costing? 

Mr. Shibley: Yes. 

Mr. Candy: No. What we're trying to do - the 
reason we went down to a 100 bedéx, of course, because 
of the further tests that we conducted at 77 Bloor in which 
we felt we were - you know, we got from - we got into the 
conservation of energy aspect of this Shing, and in that 
building subsequent to that we have included a million 


and a half gallon water storage tank under the basement 


floor, 

his, is another conservation of energy in that 
building. Now the IES standards which is the opdluninating 
Engineering Society standards were going for some years 
up and up and up on the lighting levels that you should 
provide. And of course the higher you go with these the 
more refrigeration you've got to put into a building. 

So you get to the point where then you start 

to use that light for heat. You know, you start to - if 
you a can't beat them, join them kind of thing. Am 
But we got to, the 150 foot candles ang at the time we 


Sy 


thes 
put this out was what we felt.we dropped down from 200 to 


150. 


iN 


Now the 416 against the 600. We had a lot of 


arguments with 

Mr, Shibley: Well before you leave the lights 
so far. 

My, Candy: sorry. 

Mr, Shibley; Did you not drop down further from 


150 to 100 — 
Mr, Candy: That's right. 
Mr. Shibley :— by the time you made your agreement 


with Canada Square? 
Mr, Candy: Yes, that is correct. 





H-422 - 4 June 13, 1973 
11.20 ‘ian 11.25 &aoM. 
M.R.~ 

Mr, Shibley: And 100 would be the standard 
among commercial buildings generally, would it not be? 

Mr, Candy: Basically - there are a lot of 
factors that that depends on, as to whether, you know, whether 
you are really getting 100 or not. 

Shibley: 
Mr, Aaimies Yes. 
Mr, Candy: And this 100 maintained means that 
+o 
you have got A design for about 120 - 125 initially, because 


lights deteriorate, you know. @en¢ 





NG. 
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and they drop down so we want a hundred maintained. 

Mr. Shibley: All right what about the 600 volt system 
being reduced to 416? 

Mr. Candy: Well in the initial building, we had specified 
600 volt. We had a lot of arguments with Toronto Hydro. This 
means that you buy power at 13 » 8 and you do your own 
transformation @within the building. 

Mr. Deans: What? What was that again? 

Mr. Candy: 13 » 8 ih 1 peer You buy the power @& — 
your primary, from Toronto Hydro. Toronto Hydro wanted to 
sell us at = 16 and they do the transformation. Now.the 
big difference in this was that we wanted to do our 
own transformation on a 600 volt system. In mm other words, 
we would buy the transformers within the building and step 
that power down ourselves. But then there aren't too many 
600 volt tebdbaldideichddebebg rans formers around, We would have to 
be responsible, of course, for replacing a 600 volt trans- 
former, if it blew out. An_afne thing at that time was that 
by doing our own transformation, the cost of energy for that 
building, I think the monthly cost of power,and we buy power 
from the local utility the same as anybody else does, if they 
did the transformation it was about $42,000 a month. If we 
did it, it was about $38,000 a month. So there is a five per 
cent discount in there somewhere. 

So we felt that by doing our own transformation that we 
would pick up the additional cost of the 600 volt system very 
quickly by the reduction we got in our power rate, 

Now Toronto Hydro were trying to standardize all over the 


& 
place and I can remember the last meeting with Harry Hyde and 
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(Mr, Candy) 

when we first started the meeting, he said, "I know I am going 
to lose but I will try anyhow." But peewee pretty insistent 
for a long time that we go to this ich he was’ trying 
to standardize throughout the system. I think the T~D Centre 
is 600. I am not sure of that but I think it is# 600. 

We have #600 in some of our power houses. 


ee” 


Mr. Shibley: Mr. Candy, would this difference in the 





volt system materially affect the cost? 


Mr, Candy: No it would affect the operating cost. 





Mr. Shibley: Not in the cost of the tg installations - 
psec 
the capital cost? 
Mr. Candy: No I yébptfwouldn't say that. 





Mr. Shibley: Going on with the mechanical, I am taking 





it that it is accepted that yougspgmede provided verbally, 
those specifications to the various developers as well. 


Mr, Candy: Pardon? 





Mr. Shibley: You provided those specifications to the 
tized developers in verbal terms, not in writing? 
Mr. Candy: Yes. 


Mr. Shibley: And then coming down to the financial 





terms on page five, I note you require them to state the cost 
and source of money. 


Mr. Candy: That is correct, 





Mr. Shibley: Pay all professional fees, to enter into 





a@ 30-year lease purchase agreement. Now, nowhere in those 
specifications as to financial, was any provision made for 
anyone to base a submission which permitted variation in the 
rental as a result of a fluctuation in interest costs of money 
over the 30 years, Is that so? 

f. Mr, Candy: No, we just @ asked them to state their rate. 


LT OL ee 


The cost and source of money proposed to use... 
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Shape a! 

Mr, Shibley: Hydro's intention “yeni ems the 
cost of money to the developer within the 30 years, the rental 
rate would remain constant. 

Mr. Candy: Yes, that was our intention but if the .... 

Mr. Shibley: And that was ¢ 





tagexpressed to the four 
developers at dM the time you were giving them these 
specifications. Was it not? 

Mr. Candy: No, I wouldn't say that. I wouldn’t say that. 
I don't think that that question came up. We were interested 
in what the rental rate would be based on a 30-year lease 
purchase, what the total rental would be to us. We were 
interested in the cost per square foot of the package to 
denote the quality of that building. We left that up to them. 

Mr. Shibley: Well at the moment, I want to direct your 
mind to one thing. Did you make it clear to each of the four 
developers that you wanted a rental rate which would be firm 


for the 30-year 
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(Mr. Shibley) 
term of your lease, insofar as fluctuations in interest rate was 


concerned? 
Mr, Candy: I would think the first half of what you 
a 
said is correct, but not the last half. I don't think that I talki 
about i eabans pate: 
Mr. Shibley: Did any of them say to you in the course 
of your verbal exchanges "Well supposing we will go firm for ten . 
years, but thereafter if the cost of money is up, we would expect | 
you to agree to an escalation of the rental"? | 
Mr. Candy: We were quite prepared to accept that. What 
I really told these people was that we wanted these proposals, ani 
as a result of this we would then decide with whom we wished to © 
negotiate further. 
Mr. Shibley: So as far as Hydro was concerned it had 
an open mind as to that item of the lease.zpurchase proposal? | 
Mr. Candy: That's right. And this is expressed farthey 
on whene our financial people went into this. We allowed peopl 
to change interest rates oggteteskaeaw, and we wanted to,. 
Mr. Shibley: No, I'm not talking abut aL, 
Mr. Candy: No, all right. 
Mr. Shibley: tn Affcing about changes pending the | 
making of the deal. 
Mr, Candy: At the time I told them. i 
Mr. Shibley: I am talking about changes within the 30 
year term of the lease. . 
Mr. Renwick: Mr. Chairman, if I may interrupt 5 Item | 
on the next page appears to deal with that type of escalation or | 


de-~escalation. 


Mr.Candy: Yes; b .%fa° 
C"what items in this cost per square foot will be subject to 


escalation or de-escalation and the method of application". 
In ali fairness to the SeveLopers % don't think that 
I was talking interest rgates there, Mr, Renwick, I think that 1 





was really talking maintenance costs, and managemen maintenance} 


6 o 
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Mr. Shibley: You'll have to speak up, Mr. Candy. 

Mr.Candy: I say in all fairness to the developers, I don't 
think there that what I had in mind was the interest rate change. 
I think I was talking about maintenance costs that thing more 
than anything else, itis was getting at. 

Mr. W. Hodgson: Mr. Shibley, before we move on, I want 
it made clear that all of ms the proposalgwere based on 30 years. 

Mr.Candy: That's right. 

Mr. W. Hodgson: That Fhey were told it was a so. yons/ tea 
i would draw your attention to exhibit 53ée Horizon. They have 
made their proposal on a 33-year lease. 

Candy: 

Mr. <Gmiemmex I think Mr. Dean can deal with that one. 
There is quite a good clarification of that. I would prefer not 
tofeo into that myself. But I think when Mr. Dean isyagmexxkx on 
he is quite ah. 

Mr. W. Hodgson: We'll save it for Mr.Dean then. 

Mr. Chairman: Mr. McCallum. 

Mr. McCallum: I think it would be appropriate with my 
new found microphone if I advised the chairman and the members of 
the committee that with respect to Hansard and a statement made by 
Mr. Genest, I think there must have been a misunderstanding. May 
I direct your PESEREZOn  Cherss Cre to Hansard on June 7, at 3125 
H-331-2, where Mr.Shibley and Mr. Genest are speaking. Mr. Genest 
says: 
\ "I think I can assist. I have been instructed by 
Mr. Mink that the question was raised with Horizon and thgy were 


not prepared to commit to 30 years? \ 


Mr. Shibley says; 
( "They were not?" 
Mr. Genest: 
Fats were not" 


Mr. ¢Shibley: 
att you assist us further as to what term they would go 


firm on?" 


Mr. Genest: 
es it was not specified, but it was not for the 
y] 


11:30 - 11:35 am 
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whole 30 years". 
I think there was a misunderstanding there and that Hansard doesn't, 
correctly reflect the position. My understanding is that in fags | 
Horizon were going for 30 years and in each case each developer 
was asked to go for a 30-year term. As the evidence shows you, fo 
4nstance in Y and R, I believe, they proposed@ to change their rent 
if their interest rate changed during the term. And the impact of 
the statement made the other day with respect to Canada Square, 
as I apprehend the evidence is this, that they made a statement 
prior to the decision being made to sign an agreement with them tha 
no matter if their interest rate wentfup sor RORYENSY, were prepared | 
to stick to their price of $4.92, and no similar statement was. | 
obtained from any other developer. This was a voluntary matter, 
as I understand it, so far as Canada Square are concerned. They 


volunteered this statement and it WeSioromt 


H-425-1 
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(Mr, McCallum) 
.. this—was—a.voluntary matter,—as—lI_understand it, so. 
far—as—Canada—Sqaure-are-corcernied Ww” tNey VOLUTIT EEL C tbBenmneene 
statemens—and—it is incorporated in the documents, [If that's 
s helpful to you, sir, since you are discussing this aspect 
at this time. 

Mr.Shibley: Well, it is helpful, but I am not 
KmE sure yet that everyone is completely clear, because you 
injected a comment about Yolles and Rotenberg and I f# intended 
to get to that document. In fact, Yolles and Rotenberg 
asked to be permitted to consider a fluctuation within the 
30-year time. It's implicit in the way they word it, as we'll 
see, that they realize that they were expected to go firm for 
eter! Me We Call aw : Ves . 

.Shibloy » r. McCallum, in short, am I not correct in interpreting 
the situation as follows, that quite apart from any expressed 
communication such as Canada Sqaare sent in, and which was 
made the subject of, the exchange M with Mr. Genest, quite 
apart from anything of that nature, eahh of the four developers 
altarnatély were put on the same premise, ap nEReAT Vue they 
would go firm for a term of 30 years with a rental rate which 
was not subject to variation, up or down, as a result of any 
fluctuation efi eiexork interest rates within that term’ 

Mr. McCallum: Sir, I cannot answer you of my 
knowledge nor of anything I've discovered. I know that Kk is 
the question, the sense of the #q question you are putting 
to Mr. Candy, and I am afraid he'll have to answer. I do not 
know what information he gave to the developers with reppect 
to that aspect. I just don't have that information now. 

Mr. Shibfey: Well, you've made mention of Horizon, 

I think Mr.Hog@gson was particularly interested in the fact 
that exhibit 52 on page one, references @f a 33-year proposal, 
and I had & intended to devedop that with Mr. Candy, Bid they 
ultimately agree to a 30-year term? 


Mr. McCallum: There is nothing on the record that 
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(Mr, McCallum) 
indicates a 30-year term. I rather think that the explanation 
that Hydro will give is the following: Fhat when he said in 
there he has particularly pointed out that we will take a 
ground yea for 33 years, I expect kk what he meant was, 
I'll take the ground lease which will enable me to build the 
pbuilding. If you emphasize the word ‘ground' I think you'll 
see the sense of what I am sa saying. 

Mr. Shibley: Yes, that's right. 

Mr. MeCallum: I'll take a ground lease which will 
enable me to build the building in §&x@ppar three years, and 
then there will be a 30-year term left. I don't think, with 
respect, that he meant not to put it in for 33 @ years. I 
imagine Mr. ft Zwig will tell you that, sir. 

Mr. Shibley: That's my interpreBation also, but 

there is no significance attached to that additional gm three 
years! 
We ue Catlums No. 
Mr.RG. Hodgson: Mr. Shibley, exhibit 62 defines 
the material that was given to the developers. It's comparabl 
to the -- the file numbers are comparable to the one we have 
just been looking at, 152, crme 

Mr. Shibley: Oh, yes, yes. 

Mr.QG. H@dgson: _., and the same file numbers are 
at the top of both documents, sane 

Mr .Shibley: Yes. 

Mr AG. Hodgson: The one with an asterisk on 62. 


Mr. Shib@l\y: Yes. 


Mr.eG. Hodgson: 44 But it does not mention (iam 





Adem the 30. year permanence in that declaration to the 

Its k “a 
SHALaHARG oo a, the cost estimates being made available /0 
developers, verbal information, all those things, but it does) 


not cover the 30_year firm aspects, 
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Mr. Shibley: I must #confess, Mr. Hodgson, I have not 


compared the outline of specifications in the report of February 1 
with the specification of the separate @ammten#ex document, and I 
will do so over luncheon , 

Mr.RG. Hodgson: If you notice in 152, page 2, 
the file number at the top of that page is exactly the same as 
the file number in exhibit 62. 

Mr. Shibley: Yes, I realize that. 

Mr. D@ans: Mr. Shibley, I want to be clear on mane 
what Mr. McCallum is raising. There was no doubt in my mind as to 


in my mud 
what Mr. Genest said at the time, nor is there any doubt, as to what 


™A 


Mr. Genest meant 
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(Mr, McCallum) 
indicates a 30-year term. I rather think that the explanation 
that Hydro will give is the following: $hat when he said in 
there he has particularly poingfed out that we will take a 
ground yea for 33 years, I expect kk what he meant was, 
I'll take the ground lease which will enable me to build the 
building. If you emphasize the word ‘ground' I think you'll 
see the sense of what I am sa saying. 

Mr. Shibley: Yes, that's right. 

Mr. MeCallum: I'11 take a ground lease which will 
enable me to build the building in §Ryg@pepar three years, and 
then there will be a 30-year term left. I don't think, with 
respect, that he meant not to put it in for 33 @ years. I 
imagine Mr. ft Zwie will tell you that, sir. 

Mr. Shibley: That's my interpretation also, but 

there is no significance attached to that additional gm three 
years! 
the, theCalluins No. 
Mr.@G. Hodgson: Mr. Shibley, exhibit 62 defines 
the material that was given to the developers. It's comparabl 
to the -~ the file numbers are comparable to the one we have 
just been looking at, 152, come 

Mr. Shibley: Oh, yes, yes, 

Mr RG. H@dgson: _., and the same file numbers are 
at the top of both documents, .,.. 

Mr .Shibley: Yes. 

Mr QG. Hodgson: The one with an asterisk on 62. 

Mr. Shiney : Yes. 

Mr.@G. Hodgson: 4A But it does not mention yaw 
happy the 30. year permanence in that declaration to the 
ohadrman." Wn aie the cost estimates being made available. ti 
developers, verbal information, all those things, but it does 


not cover the 30.year firm aspects, 
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Mr. Shibley: I must #confess, Mr. Hodgson, I have not 


compared the outline of specifications in the report of February 1 
with the specification, of the separate @ummatewiky document, and I 
will do so over luncheon n 

Mr.RG. Hodgson: If you notice in 152, page 2, 
the file number at the top of that page is exactly the same as 
the file number in exhibit 62. 

Mr. Shibley: Yes, I realize that. 

Mr. D@ans: Mr. Shibley, I want to be clear on pnme 
what Mr. McCallum is raising. There was no doubt in my mind as to 
what Mr. Genest said at the time, nor is there any aunties to what 


Mr. Genest meant SS 
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_Renestemcent in reading the Hansard, aesi-Mr. Genest said quite 
clearly that he had been instructed by Mr. Mink that the question 
was raised with H6rizon and they were not prepared to commit for 
30 years, fnd that beyond that he was asked whether or not, by 
Mr, Shibley he was asked, "Can you assist us further as to what 
term they would go firm on", and Mr. Genest said in reply, 

"Well, it was not specified but it was not for the whole 30 years". 
Now, it is pretty tough to misinterpret that; and that was, in fact, 
evidence that was very crucial at that point. Now, are we now 
to understand that what was said on June 7th on Page H-331-2, 
is not, in fact, the circumstance? 


Mr. MeCalium: Mr. Chairman, Mr. Geanest called me 





from Yellowknife to tell me that he had misunderstood, and there 






is no question in his mind ,as there is no question in my mind, 
that he said the words attributed to him in Hansardy that, neverthel 
what he had done, as he explained to me, was that he had, in the cou 
of this dicussion, turned to the bank of people sitting behind and 
hem misunderstood what was said to him by them ; and made that answer 
to Mr. Shibley, sir, nothing more. 

Mr. DBans: I see. What you are doing nowy you are 
correcting the answer. 

Mr. MeCallum: Yes, I was asked to do this by Mr. Genest 
and I advised Mr. Shibley that I wanted to do that for that purpose, 
because he had taken the precaution of ka calling me and saying he 
was certain that he had been misinformed. 

Mr. DBans: Just for my own Pangkac, Sy that I clearly 
understand; that now we are to understand that both Horizon and 
Canada Square were prepared to go firm with regard to no escalation 
for the mux~y reason of any change in interest rate, during the 


enfire period of the conbract £ 
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Mr. McCallum: No, I don't think that is a fair 
inference. It may, in fact, be what was intended. You are left 
with this,sir. So far as Canada Square are concerned, they made 
a firm undertaking in the course of the proceedings that no matter 
what happened to the price of their money, they would stay firm 
att .92. You never had such an undertaking given to Hydro by 
Horizon at any time. 

Mr. Deans: Well, that puts us on a spot. 

ap apbepiietrex it 

Mr. Shibley: I would be careful about jumping to that 
conclusion, Mr. MeCalium. 

have 

Mr. MeCallum: Ail said is, they didn't get the 
undertaking, sir. I am choosing my words. 

Mr. Shibley: Yes, they didn't get an undertaking; 
but, you see, this is the way confusion develops. I think the 
best way to interpret what Horizon was willing to do is to look 
at the document they submitted, and then to eaiesapeie Whether there 
was any further oral or written communication between Hydro and 
Horizon which interprets, expands or amends that. The other 
thing that I would caution the committee members about is this; 

You must distinguish in your thinking between changes in the interest 
rate which were occurring pending the making of the agreement, and 
changes in interest rate which might take place subsequent to the 
making of the agreement. I think you will find that in the case of 
the sce hie ty themselves they said, "We are making our proposal 
based upon a current interest rate charge to us of X per cent". 

In the case of Ellis-Don, they came back, as you remember one 
exhibit and said, "The interest rate has gone up and, of course, 
our proposal varies accordingly". But, even in the case of Ellis- 
Don, if you examine the proposal, it is open to the interpretation__ 
and the developers will explain it in this committee room-= 

that onee the agreement was made then variations would not affect 
thesyfobligation to provide space at that rental rate without 


variation. So it is clear in the case of Ellis-Don, at least, that 


H-426-3 June 13, 1973 | 
11 -40-11.45a om. 
B.A. 


they expected that any variation pending the making of the deal 
would affect their proposal, but not afterwards. And when you 
read the Horizon proposal again, it is predécated on an interest 
rate} nowhere in the proposal is it suggested that once a 
transaction is made, once ap an agreement is made, would there 
be any fluctuation in the rental rate, shouldithe interest cost 
of money change. Now, neither have they said, bit — it is like 
a letter of intent, if you like maT, interest rates change 
pending the making of the agreement, we won't change our rental 


\ 
pate. 
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They remain 





silent as for that short period of time, so you must be careful 

to distinguish in your thinking between the two things. Tf 

think when you are examining the proposals whieh I now intend 

to go through with you, you will note that nowhere, for example, 

in Horizon's submission do they say that our financing has been 
arranged at a certain rate, and if this rate of cost of money to 

us changes 10 years or 20 years hence, we want a change in the rental 
rate with Hydro. 

Mr. DBans: That Sammi was ear 

Mr. Shibley: The only thing that Canada Square's 
letter cancelled out, or appears to have cancelled out, is any 

of 
change pending the makingyan agreement. 

Mr. Bullbrook: That's it, exactly. 

Mr. Shibley: Right? 

Mr. Bullibrook: Right. 

Mr. Shibley: So that it is not quite as significant, I 
don't catnk As S eateion from the answer that Mr. Genest made a 
matter of record, Ya which I understand he was most anxious to have 
corrected by Mr. McCallum. 

Mr. Chairman: I am satisfied if the other memb¥s of the 
committee areg . 

Mr. Shibley: Now, if we can return to Horizon's 
proposal which is exhibit 52, Mr. Candy, I note that again in the 
first paragraph they g talked about "the calibre and quality of the 
building and g@ finishes will be equal to or better than our recently 
completed Travelers Building on University Avenue", And that was 
a building that you later indicated by letter to Mr. McCallum was 
of a quality that met the standard that you had in mind for your 
head office. 


Mr. Candy: Let me say something about that letter. 
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(Mr. Candy) 
Mr, MeCallum, I have forgotten why he called me, this was later on, 
he called me and asked me if I knew of any ‘Peano, buildings that I 
thought were in that area, and to be quite honest with you, that 
memorandum that I have there, those buildings are rightort the 
top of my head. 
Mr. Bullbrook: What exhibit number? 
Mr. Shibley: Bxhibit 81, July hres Ah 
Suarl? wor 


ihn Ad tea Ge 









Mr. Shibley: You had better relate that, though, 
to the exhibit numbers becaggeythe dates =- that was put in out 
of chronological sequence. 

Why did Mr. McCallum ask for this letter of July 13,1 

Mr. Candy: I am not really sure. @ This was when 
Mr. MeCallum first got involved with us, you know, and when he 
was taiking of ~- wigmwe he started to read the documents and the 
information that was available at that time, and he phoned me and 
just asked me for this information, whether I had any idea of 
what other buildings were in this category. 

Mr. Shibley: Was he intending to incorporate some 
provision in the agreement..... 

Mr. Candy: No, no, I don't think so. 

Mr. Shibley:.... and use these buildings as a standard 

Mr. Candy: No, there is nothing in the agresament and 
there is nothing.... 

Mr. Shibley: No, that is not what I asked you. Was he 
intending to.... 

Mr. Candy: Not that I recall. I think it was just 4 
general question that he asked me, and I just really took it off th 
top of my head. 1 

Mr. Shibley: So that you didn't have any particular pe 
in mind, just particular buildings in mind when you made up this 
letter. 
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Mr. Candy: Yes, I just thought of buildings from the 
outside. I wasn't too familiar with the Travelers building at that 
time. I had been through the lobby of the Travelers building. 

Mr. Shibley: Well, let's go through it, Mr. Candy. 
Would a building of the quality of the Travelers building meet with 
acceptance by you for the purposeSof your new head office building? 

Mr. Candy: You ask me that now, as of now? 

Mr. Shibley: Yes. 

Mr. Candy: No. The fravelers building, actually, has 
SR a very Beeeset iy’ it has an induction air-conditioning system, 
it has single giazing. Now, when you look at the Travelers building, 
you have no tunnel, you have no subway me entrance, you have no 
executive offices, you have no auditorium. There are a lot of things 
in that building which are not in accordance with us, Mow, In the 
induction.i... 

Mr. Deans: That's not the quality, sir. 


Mr. Candy: No, but these are things, when you talk about 





for instance, the cost of a building, the quality is in the 
induction air-conditioning system, the quality is in double glazing 
as aginat single glazing. These are the types of things we are 


talking about. 
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ete EMRE IEE SY RRR ESB Sieh ROTO eae For instance, the induction 


system under all our window units are 18 to 20 inches out from 
the face of the glass which take up that space which is what you 
are paying rent for. The ceilings, the acoustics in the | 
building are not what we are now getting in this new building. 
mm “Chey have four highrise and four lowrise elevators, which 
are only averiapiw et those floors; we have elevators opening 
at every floor. But you know this business of what does a 
building cost is a very difficult problem because these buildings — 
are built - the buildings that we looked at basically, you know, 
are buildings buil by developers on a speculative basis to rent, 
toinake money on, and naturally they are cutting the corners as 
much as they can. This gets down to the final answer; the 
question has been asked, how did I decide on $34. And we get 
Ard 
down to that. If you go around KR you ask anybody what a 


building costs. It doesn't mean very much because you never 


ee ee Ie ee ee 


really know what is in it and it is a very difficult thing to say. 
It depends on their motive for giving you that answer. 

So that I wasn't really concerned at that time mm ae 
what other buildings cost, when I arrived at ig this decision ; 
which was a --~- 

Mr. Shibley: That is a topic that is of great 


interest to everyone and @ageze me we will be getting 





into it later in some detail. I'd rather we not get sidetracked 


; 
for the moment. At the moment, I want to keep mygurxatietmex 
a 


your attention on Exhibit 52 which is the proposal by Horizon. ~— 
r 


They appear to have submitted a proposal wherein, ipiiaiietax in 
the first PREREFEPO) they set a standard you yourself indicated 


later, as late as JUly '72, met the standard of quality that 
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wre 
you sis? fora for your building. 


Mr. Candy: We went back to Horizon on this very 





problem on April 7, about the cost that they had included in their 
building. 


Mr. Shibley: Yes. 





Mr. Candy: This was as a result cf the memorandum 





that Mr. Mink wrote to me whereby he asked me to get additional 
information from these developers. Now, I think you pointed out 
at that time that it appeared that all we had was a letter back 
from Canada Square, but on April 7 Mr. Mink and I had a meeting 
with Mr. ua to fill in the missing information and on the 
same day we had a meeting with Horizon in their office. This 
was when I talked tos when I got this price from Mr. Zwig of 
A1O AO 

Horizon ~aimrto find out exactly what they had included for 
the cost of their building. And really, you must remember, we 
are talking about the complete package of this building. 

Mr. Shibley: All right. Let us go on with the 
Horizon proposal. Paragraph 2 references that they will erect 
a building with commercial areas on the ground floor and first 
basement - that is the same as Canada Square, is it not? 

Mr, Candy: Yes. 

Mr. Shibley: And they undertake to lease that back? 

Mr. Candy: Yes, 


Mr. Shibley: Me PrENeES you with the service areas 





and so on. They outline how the building will be heated and air- 
conditioned. Did that comply tes with your specifications? 
Mr. dddigkinbe Candy: Well, it is heated and air- 


conditioned by a Jgigiphmeadentees heat namkekes reclaim system, 


Mr. Shibley: And the proposal proper, Ontario 





Hydro would lease their land at Univessity and College for 33 


June 13/73 
8 050-11 .55 aM. 
H-428-3 EM. 


(Mr. Shibley) 


aud 


years,/Hydro would be responsible —- that is now explained — 
still 
the period for which you pay rent Oe ree Oo ony 30 years, 


not 33 years, is that correct? So that the overall cost to 


a 


Hydro in terms of rental would be 30 years times the rental 
rate, Is that correct? 

Mr, Candy: That's right, 30 years. 

Mr. Shibley: Then the sec ond paragraph sets out 


The portion 
the total annual rental $3,680,000 payable in Dea eae 


to be sublet are m® outlined. 





The next paragraph deals with the operating contract 


and in this paragraph, the third sentence: ne eee re Se 
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"The cost would be g $1.40 per square foot per year, which would 
include our management. This operating figure is based on our 
71 costs and would be subject to escalation to cover any increase 
over our documented cost." 
Mr, Candy, wtkk was that the item to which you were referring 
earlier; namely, the escalation Sig maintenance costs which were 
not taken into account at the time of evaluating these proposals, 
but has since been recognized as the material variatfon? 
Mr. Candy: That is correct. In fact, I didn't notice 
that myself. I didn't see it until late in’72. 
Mr. Shibley: My copy of this document has the hand-written 
note to the left; 
"Escalation five per cent per year, over four years." 


Is that a calculation or a factor that has been obtained from some 


source? 
cf 
Mr. Candy: Well, I used as five percent --/five per cent 
we been using seemed to be a reasonable figure. 


Mr. Shibley: So that if this is taken to be Horizon's 
proposal, their maintenance charge would be more like $1.68 at the 
time you went into occupancy of the building? 

Mr. Candy: That is correct, 

Mr. Shibley: Compared with the $1.35 and $1.40 rates of 
Some of k the other developers. 

~Mr . Candy: That is correct. 


Mr. Shibley: Did any one ever go back to Horizon and ask 





for clarification as to their intentions in this respect? 
S 


Mr. Candy: No, we never did because we never found this 





out until late @n the fall of 72 actually. 

Mr. Shibley: You were proceeding on the basis when you 
made your Eanpartamn comparative analysis that it was $1.40 as for 
the time you went into occupation in 1975? 


Mr. Candy: That is correct. 





‘ 
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Mr. Shibley: It does go on and say: 
"We will provide a schedule of these costs as a condition of 
entering into our agreements. Hydro would be responsible for 


real estate taxes, escalation a operating costs, and their 





own tenantsHydro charges. We would assume all other costs in 


in the aforeymentioned $1.40 figure." 


| 


Then the last paragraph: 

"Our financing has been arranged at 8 5/8 per cent, based upon the 
aforementioned net {rental figure. Although we have sufficient 
funds assured for the entire development, we would be prepared to 
permit Ontario Hydro or its employees' pension fund to participate 
in the mortgage investment, to whatever extent they desire, up to 


a maximum of $15 million, and these monies would earn the same 


ew ee 


rate as we would expect to pay our conventional sourcesof tee 


funds." 


| 


I point out to Mr. Candy that nowhere in this proposal is there 





any suggestion by Horizon that should their cost of money increase 
above 8 5/8 per cent during the 30-year term of the lease, would , 
they expect an escalation of the renta isn't that so? 

Mr. Candy: I would say that is correct, yes, 

Mr. Bullbrook: Would you ask the witness Mr. Shibley, 
if he recogngized that previously” 

Mr. Shibley: Yes, thank you. Was that recognized by 
vey tee and the financial people within Hydro at the time of the 
evaluation? 

Mr. Candy: Well this was a thing that Mr. Mink brought 
up when he wrote to me and asked me to get some more information 
from these people, and this was one of the things. This was when 


Mr. Mink and I # went back to Horizon on April 7, at which time - 


| 
| 
. 
| 


} 
in the preliminary draft of Mr. Mink's portion of that April 10 
document, I had filled in this amount in there as 8 304 Bir T 


7 


connection with money , @iags I think this is when he told us that it 


Wi | 
remember being in ne. Heal office and he made a phone call in — 
would be Metropolitan Life, the source of the funds. 
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Mr. Shibley: That still doesn't answer the question, 
Even as at April 7,°72, if he told you the then cost of money 
was going to be 8 3/4 per cent, did he then say to you that if 
you made a lease~purchase agreement with Horizon and if, during 
the period of the 30-year term of the lease ,the cost of money 
varied, that this would result in an escalation of the rental 
charge? 

Mr. Candy: If he did I don't recall but I wish you 
would ask Mr. Mink that same question, amg I havan't asked Mr. 
Mink the questiong either so I don't knowe.s 

Mr. Shibley: I think the point is we are back to this 


distinction about a variable in interest rates pending the making 


of the agreement. 


Tape H #38 430 follows. 
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Mr. Candy: Yes, I see your point. 


Mr. Shibley: In other words, interest had gone up 
between January and April from 8 5/8 to 8 3/4 and that might 
have affected his proposal. But nowhere in the material that 
I see, Mr. Candy, and I tell this for the benefit of the committe 
members, is there any suggestion that once a deal was made was 
there any opportunity to any of these developers to vary the 
rental rate? yi 

— Candy: There was; for instance, Ellis-Don was doing 
it and we were not 

Mr. Bullbrook: May I interject? 

Mr, Chairman: Mr. Bullbrook. 

Mr. Bullbrook: It's obvious that the witness has not, 

I say this respectfully, accepted the explanation, or understood © 
the explanation, aaa {t's of paramount importance, I think, that 
we understand this. 

There is a possibility of a variation of the interest 
rate prior to a contractual relationship between Hydro and the 
developer. As I understand our counsel, there is no possibility — 
in any of the propesaleres a variation in the rental rate asxsha 
result of the variation in the interest rate subsequent to a 
contractual relationship between m&k Hydro and the developer. 

I would like to get from this witness whether he understo 
that previously in assessing the proposal. 

Mr. Shibley: I think it would also help everyone if 
you were to look at the second of the proposals by Yolles and - 
Rotenbefig which is exhibit 54(a), I believe, Sorry, it's the 
first one; 54 (a) January 20, 1972, the very last page, the 
second last page of that proposal. Do you see financing on 


that page? Yolles and Rotenberg, January 20, 1972, exhibit 54 (a 





Mr. Chairman: I think it's 54 (D), Mr. Shibley. 
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Mr. Shibley: I'm sorry, It's 54 (b). You're quite right. 

The second last page of that document. | 
Bullbrook: 
vr ‘sagem Financing? 
Mr. Shibley: Financingd You see, this developer is, 


so to speak, requesting the right to have it considered. 


"We would like to g&e give consideration to the possibility of 


havin 


Waye the interest rate open for review at ten-year periods 
with a corresponding rental adjustment," 

This is the only developer that even suggested that it 
might be considered but that's as strong as it's been presented, 
I think, in any of the proposals. This is just to complete your 
picture of what's been going on. 

Mr. Bullbrook: Could we ask now, Mr. Candy, if he under- 
stood that in effect, with the possible equivocation in the Y&R 
proposal that all the proposals were on a firm basis with Hydro 
for the 30-year period notwithstanding any fluctuation during 
the term of the agreement? Rd Did you understand that in 
assessing the gramps proposals? 

Mr, Candy: Well, with all respect, Mr. Bullbrook, let 
me say this. The financial assessments, of these proposals were 


not my job. 






Mr, Bullbrook: This is 


Mr. Candy: I was not doing it. If I gave you that I 


‘would just be guessing and I don't want to guess anything. 


Mr. Bullbrook: Then your evaluation of the proposals, 
from your point of view, has nothing to do with the financing? 


Mr. Candy: That's right. My input into this was on the 


ow sive Teasing. 
pul ldingMaxxRuxtuomaks” 
2," 
Mr, Deans: That can't be so because Mr. Sissons said 
SR eens 
he relied entirely on Mr. Candy's judgement in regard to the $34.00 
per square foot. 
Mr, Candy: 8 Well, that's a different thing. 
EL tan, 
Mr. Deans: But that's surely based_- Doesn't that =, 
Nay Uittietinteneetentnercame 
Ar » TE anak Whot wore oak, obo 
Mr, Shibl 


q Mr, Deans, if I may » assist everyone. 
sala 
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Perhaps, Mr.Candy, just for & MOMENT Smmmemnmay 
| Mr.Candy: If you're talking about escalation; if 

you are talking about pro-rating it's one thing; or if you 
are talking about cost« 

Mr. Chairman: Mr, Candy, let Mr. Shibley take over 
from here for just dminute. 

Mr..Shibley: I would remind the committee that the 
ultimate report of April 10 was the result of a combined effort 

wom of Mr, Mink and Mr. Candy and I really believe that £he you 

arein the sphere of responsibility of Mr. Mink rather than Mr. 
Candy in this respect. 

Mr, Renwick: Mr. Candy, @&d-yqun I think this is 
relevant/to the point. You assumed that the 30-year teask lease, 
whoever got the job, would contain a fixed rental throughout 


the whole of the term of the lease? 





(Tape H 431 follows) 





ht 


June 13, 1973 
12:05 £0 22.16 
Fides 





Mr, Candy: Yes, I would agree with that. 

Mr. Chairman: All right. It's 12:05 otlock, Mr, Bullbrook, 
you were making a suggestion we might # eo a little longer: I 
think maybe we have been at it long enough this morning. Is the 
committee agreed that we should adjourn now until 3:00¢ 

Mr. Bullbrook: Well the only thing that I am supgesting 
is Y it's obvious, “every half hour wat we save in June we are 
not going to be using in July. And I want to be home in July. 

Mr. Deans: Did you speak to the people upstairs? 

Mr. Bullbrook: Well no, but we can save time now, 
the people upstairs really have no direction there. I suggest we 
go until 12:30, 


Mr, Chairman; Is that going to inconvenience anybody 





from Hydro / I indicated earlier it would be 12:00. Is the committee 
agreeable to going until 12:30? All right, we will proceed then. 
Mr. Shibley: I would like to go on with you and continue 
the reviews of the Horizon proposal of Exhibit 52, We had reached 
the end of the letter portion of the document itself a appendixed 


to that proposal are the special features. Appendix A ree 


A 
features noted on plans drawn by Shore and Moffat and Partners 
r 


to be included,,, So that startine there, Mr. Candy, they had the 
benefit of looking at those plans to elicit from them the special 
features disclosed, is that correct? 

Mr, Candy: Yes, that's right. 

Mr, Shibley: And certain of the special features that 
you were very much Sbrebrned about, of course, therefore, were 
part of what Horizon were prepared to provide to you on the terms 
of this submission, is that correct? 


Mr. Candy: That's correct. 





Mr, Shibley: And then you mentioned such things earlier 


SE ROE IES ESE 


as an auditorium and so on as entering into your thinking as to 
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quality, aain under General Purpose’, the first item is an 
auditorium, so they were quiée alert to your thinking in that 
respect when they submitted their proposal, were they not? 

Mr. Candy: I would say so, 

Mr. Shibley: Yes. And on the next page such things AS | 
"La gutines 100 foot candles. 

Mr. Candy:- 150. 

Mr. Shibley: I'm sorry, 150,the double glazing with 
thermal brake that you mentioned again as a special feature of the 
quality building you had in mind. Again Horizon committed to 
provide these, did they not? 

Mr , Candy: Yes, 

Mr. Shibley: Yes. Again, the medical services area; 
executive offices, I think, you mentioned as another quality item. 
Again they have said they have included 15,000 square feet with 
special finishes and a budgeting of $15 per square foot in that 
respect. So again, in terms of what you had in mind as items which 
added to the quality level of your building, isn't it fair to say 
that Horizon were committing under this proposal for those self-sam 
items? 

Mr, Candy ; I would think pretty well; I can't quarrel 
with that really. I would fd think they pretty well covered it, 

Mr. Shibley: Well then Mr. Candy, they offered to build 
that sort of a building for you at a cost which worked out to, I 
believe, $30 a square foot, Isn't that so? 

Mr, Candy: Yes, but let me say one thing, Wyhen you are 
saying 4s that the quality of the building? there are a lot of 
there is a lot more to it than just what it says in there when you _ 
are talking about the quality. I would like to get to the point 
somewhere where I can define, you know, how I define the quality of 


that building, really. 
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Mr. Shibley: Well Mr, Candy, I think we all would like 
you to reach that point because that's why I asked you that last 
series of questions, 
Mr. Candy: Yes. Yes, 
= 
Mr. Shibley: And whether or not 4 well let's zo back for 


a moment, Horizon was considered 
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by you as a quality builder as such - was it not? 


Mr. Candy: Well, Horizon are not bui@fers let's say, 


Horizon are management and financial people, they are not builder 
the ‘ 
Mr. Shibley: But,/faccording to Mr. Sissons' memorand 





to you in September, were one of the developers that had to be 
seriously considered. 


Mr. Candy: That's right. 





Mr. Shibley: And even in your own memorandum of April 
I believe, they're mentioned as one of the two finalists I think. 
Mr. Candy: That's right. 


Mr. Shibley: And I've gone through their data, the 


specifications you laid down to them subsequently in writing, but 
prior to their proposals orally, you gave them the substance of all 
that did you not? f 
Mr. Candy: Yes. 
Mr. Shibley: And W I've gone through Horizon's a 


to you and pointed up aa adyety items that you had earlier | 
defined as entering your thinking in what should be the quality } 
standards for your head office, and they are all included in the 
appendix. | 


Mr. Candy: Yes, but when you say "included", there ar 
— 
items included but there is still the question of, you know, how 7 
provide it and what — : 


} 

Mr. Shibley: Mr. Candy, what additional items did you 

have in mind then that you expected to get from a building that was 
} 

going to cost $4.00 a square foot more, or approximately $5 nla 


ts 
HERE Kia nattnes 


Mr. Candy: Well, for instance, there's nothing in heref 
all, Ed gen nsegcees q 
we 


didn't ask in there, but there's nothing in there about 

what is . | 
aligaeae“the outside of the building, is it precast concrete or is it 
curtain wall, or what is it. That makes a big difference in the cos! 


to the building. Now whether it's a steel frame or a concrete fI 





doesn't make all that difference in the cost of the building. 
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It would have to be eiveproaf] iF 4¢ was a concrete frame. 
Mr. Shibley: Let's see which items would make a dif- 


ference. The curtain wall would make a difference. 


Mr. Candy: The curtain wall would certainly make a 





difference. 


Mr. Shibley: Did you go back to Horizon at any time 





and ask them if they would do a curtain wall within the price laid 
down by them. 


Mr. Candy: No. because we set this figure up of $34 





as being a standard, agubetmewme which we felt was the figure required 
to produce the quality of building that we were looking for. 


Mr. Shibley: Well, I understand that, but what the com- 





mitte I think want to understand is why you considered it necessary 
to make that decision when someone such as Horizon were saying,in 
effect, "we'll build you the building you want for $30 a square foot! 


Mr. Candy: But you see you could go out to various 





developers; you could get a building for $26, $28, $22 - you know you 
can get buildings for all kinds of prices, with all kinds of promises 
so you have got to — 


Mr. Shibley: Mr. Candy, let's talk about this building 





in general. First of all, it's only a 16-storey building - is that 
correct? Is that correct? 


Mr. Candy: You mean this new building? 





Mr. Shibley: Yes. 





Mr. Candy: No, it's 19 stories. 


Mr. Shibley: All right 19 stories, relatively a low-rise 


building in this day and age. That's right? 


Mr. Candy: Yes. 





Mr. Shibley: And, as you go up with a building, the 


higher per square foot cost. 


Mr. Candy: As you get above 20 floors I would say that 


increases, yes. 


Mr. Shibley: And it's also a building with very massive 


floor areas. 
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Mr. Candy: Yes. 


Mr, Shibley: Yes, as much as how many square feet per 





floor? 
Mr. Candy: Oh up to 50,000. 





Mr. Shibley: 50,000 square feet. And that has the 





effect of very much diminishing the per-square-foot cost of construc- 
tion, does it not? 
Mr. Candy: Depending a lot on your column spacing and 


about 
Mr. Shibley: I'm talking pais building 


Mr. Candy: Yes, I know. 





Mr. Shibley: The fact that you've got 50,000 square 






feet per floor under construction diminishes the cost of construction 
does it not? Do you agree with that? 


Mr. Candy: Well, you mean as compared with a building 


that's... 7 | 
Fag atacand vy 
Mr. Shibley: As compared to the buildingy for 


example which has very small floor area and still has to have four 
walls enclosing it. | t 

Mr. JCandy : meetin. you have to consider here — 
is that there is practically no parking in that building, and ever | 
thing is usable, the lower floors are usable floors. You don't get 
a basement wkeb Which decreases it. 

Mr. Shibley: Well, just answer the question I put to 
you Mr. Candy. 


Mr. Candy: Yes, fine. 





Mr. Shibley: Isn't it a f act that when you have massive 
floor area, per floor, that has the overall effect of reducing your 


per-square-foot cost of construction. 


Mr. Candy: I guess to give you a direct answer, that's | 


probably yeztiecigeiee rig ht. 
Selon eae 


a 
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Mr. Shibley: By comparison, the Simpsons Tower Building 
say, 
only has713,000 sq. ft. per Mime floor. 


Mr. Candy: Yes. 
ad 


Mr. Shibley: This is four times that area. Is that 





correct? 


Mr. Candy: Yes. 


Mr. Shibley: And, in addition, in this building there 
“Smee SE 
are no finished interiors. 


Mr. Candy: Oh, there is all the central core. The 


whole thing is vinyl-covered. 


Mrm Shibley: Well, a very large proportion of this 





interior is just raw concrete to be covered with broadiloom at 
Hydro's cost, is it not? 
Mr. Candy: You are talking about the floors now? 


eee 


Mr. Shibley: Yes. 


Mr. Candy: Yes, the floors were concrete floors. 





Mr. Shibley: And what are the walls to be? 


Mr. Candy: In vinyl. 





Mr. Shibley: In vinyl! 


Mr. Candy: Yes. 





Mr. Shibley: Who is to provide the vinyl? 


Mr. Candy: Canada Square. 


| 


Mr. Shibley: And am I not correct that the amount of 





walls to be covered is very much@@ diminished by the fact that 
you are going to open landscape arrangements? 


Mr. Candy: Well, you have all the external wall, of 


course, from the sills down and then you have the columns, and 
you have all the central core, and now this concrete portion at: 
the back. 


Mr. Bullbrook:Just answer the question, Mr. Candy, please. 





Mr. Shibley: Unlike the usual building which is divided 





by partition walls, the open-landscape concept very much diminishes 


« 
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the amount of internal construction, decoration, hardware, @ isn' 
that so? 
Mr. Candy: Well, no, you see most buildings which are 
if you compare this to any other building, for instance, the 


are 
building that you ante in, you talk about Simpsons Tower. 





Mr. Shibley: Yes. 


Mr. Candy: When you rent that, you know, the partitions 





are not there. There are no partitions; there were no partitions 
in this building in the contract. You are still buying open-floor 
buildings. 

Mr. Shibley: Yes. 


SE OTIS 
Mr. Candy: So that you are not comparing partitioned 
#you know, 
sia doa iil a non-partitioned floor. You are still buying open 
space really. 


Mr. Shibley: But in terms of the - I'm at the moment 





interested in capital costg of constructing this building. 


Mr. Candy: Yes. 





er 
Mr. Shibley: Whether it should cost $3he nw pquaxe foot 
BmEe os Was pe 

to build this/bu ng. 


Mr. Candy: Yes. 





Mr. Shibley: This builder isn't building any partitiont 





is he? 
Mr. Candy: Oh, he is building t-,¥ 


Ca 


Mr. Shibley: Pardon? 


EAE RG 


Mr. Candy: He is building all the fixed partitions, 
all the fixed walls. He is building all the washrooms and all the 
mechanical rooms and aie Senin thé” Fooms down in the basement, but 
he is not putting in office partitions as say, except with the 
allowance which is in there for office partitions. 

Mr. Shibley : fine’ onty thing I am driving at, Mr. Candy 
is that what is being constructed here is really a shell with an 
internal core, and areas for the housing of the mechanical 
equipment, and the executive suites. That's basically what this 


building amounts to . 
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Mr. Candy: Yes, and a very good system of acoustics in 
‘Sne Te ERD 
the ceiling, and a good air-conditioning system. 
Mr. Shibley: Now, analyzing it in those terms, and bearing 
eee) 
in mind what I have said to you already, about the fact that this 
is a nineteen-storey building, accommodating some @am fifty-odd 
thousand square feet per floor, samp isn't it fair to expect 
that the capital cost of construction of this building would not 
equate with a building that, as you mentioned, is ing@ excess off 
twenty stories, and has a much lower per floor area? 
Mr. Candy: Well, I think in all due respect, Mr. Shibley, 
[So ee 2 
if you look at what goes with this building at@ the lower floors, 
if you look at that plaza, and that's all part of the cost of this 
f 
building, if you look at the fact that there is no basement space 
in this building, it is all finished office area right down. There 
is nothing that you normally get ina building, like you know, 
Storage areas or car parking, or this kind of thing. We have only 
got space for twelve car@s in there. And our ese tunnel and our 
type 
Subway entrance, and this Bee of thing, we have got 21 elevators 
in that building pny 


Mr. Shibley: Look at, Candy, you betes have yet to 





mention one feature of the building that Horizon didn't Say they 
would build into this building at $30, a square foot. 


Mr. Candy: Well, you can build a lot of things into 





the building, but it's the materials, you know, that you use to 
build ggg these things in. There are all kinds of curtain walls. 


Mr. Shibley: Let's do the curtain wall for a moment. 


eee 








What does that add to the cost of the building? 


Mr. Candy: Well, for instance, that curtain wall in 


eer 


that building is about $12 a square foot. Jodie SACe TRS BRBIL LLL 
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(Mr, Candy) 


Let's take the Commerce Court , the 





new building that is going up for Commerce Court. Now that 
is costing about $28 (Ul! a square foot, WA 800,000 square 
feet, 200,000 square feet of that are below grade and most 
of that is parking. That building is heated by Toronto Hydro 
steam so it doesn't have a heating plant. It is a single 
glaze building, it has a painted steel curtain wall. Now 
there is a curtain wall; Rt is painted steel. That curtain 
wall is worth probably about six dollars a square foot. 

This is dotble glazedfref lective glass and this curtain 
wall is stainless steel on the outside. That curtain wall in 
this building is about $12 a square foot. 

Now you can say, there are two putting they 
both have curtain walls, but there is a big difference in 
curtain wall, ame {n our agreement on this thing as you will ; 
see we have included reflective glass. The reflective glass in | 
that building is about somewhere between two and three dollars 
a square foot on the building and there are about 140,000 
square feet of giass in that building on the outside. | 

Mr. Shibley: Mr. Candy, when was it decided to have 
a curtain wall of reflective glass £ 

Mr.Candy: During the period when we were working, 
when Canada Square were working on this thing, )emgguee 
the curtain walling was certainly the ‘hing Sam ve wanted to do. 

Mr, Renwick: Which period was that? 

Mr. Candy! That was in Nevember on arouna (Oct ober- 
November persed Maen we were working on this, and this was the 
curtain walling type. At one point oe ote scheme they had, 
thagHiere solid end walls on that building and the rest of it 
was glass. That we didn't like and we had a projection on the © 


front; there were a lot of changes. This is much different 


now to what Canada Square even submitted with their proposal. 
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We have made improvements on Chat, Bikkteniaeameeemensemmmaenst 


Mr. Shibley: I can't hear you, Mr. Candy. 

MR. Candy: But it was always a double glazed 
curtain wall in that building. aie, I am not trying 
to be awkward in this thing but when you sart talking about 4c, 
Mama. you go out and look at houses, and this fellow will 
build you a house for $15 a squere foot but this guy wants $20. 
So somebody says what is wrong with the eg? 

Necwmieesic, I work at a building on Bloor Street where | 
I am told by one of the reputable real estate people it was 
re-estimated a short time agg at $24 a square foot. That 
building is 920 stories high; 





the lobby is a minimum, it has no freight elevator, it has 
a loading dock that is miles away from the elevators. When 
we put carpet in that building there was just no way you could 
get A2-toot roll of carpet in that building so we had to cut 
@xXe@eER everything in six» qhe water runs down the windows in 

—s 
the winter time. 

Mr. Shibley: Mr. Candy, you are going on about a 


building that is really of no particular interest to the 


Mr. Candy: No, but all I am s2y ing pac ouhen it. 48 


not a bad building, rc serves its purpose, it is $24 a square 


committee. 


foot, but there it is. 

Mr. Shibley: Let me ask you this: Are your plans 
for the new building sufficiently far along a x this point 
that if they were submitted to a builder to construct, he mrpke 
would be in a position to put a price tag on the building? 

Mr. Candy: Not just from that alone, no, it has to 
be estimated with a lot more knowledge of what is going into the 
building. 

Mr. Shibley: Well, have you now that knowledge? 





Mr. Candy: 
mc Srtemseteceeececeseecneene’ 
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Mr. Shibley: Of what is going in? 
Mr. Candy: Yes. 
Mr. Shibley*Could you e# prepare that type 
specification? 
Mr. Candy: Not the specification but the estimate of 


SOS euer noses 


: 
cost of this kxx thing. The specifications are not all written . 


yet, they come out p-7--- 

Mr. Shibley: I Mean Xt general terms could you 
indicate in addition to the plarsthat have now been prepared 
and the detailyés to what the building is to eo htain and how 
it is to be constructed, could you supplement within the next 
few days, the data that you already have weg worked out to a 


point where a builder could give you a fixed price on that 


building? 
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Mr. Candy: No, I wouldn't say so. That is a 





tremendous Job. This takes in all the mechanical, electrical, 
structural, the plumbing, the whole works; that is a big volume 
of work ;and I am not a spec writer in the first place, but we have 
gone into this thing cost~-wise pretty thoroughly now, and this 
of course, was the reason that we employed Hanscomb Roy to keep 
track... 

Mr. Shibley: That was going to be my next question. 
Have you had the ww you will retain them for 12 reports on an 
interim basis throughout the course of construction... 


Mr. Candy: Yes, that is right. 





Mr. Shibley: There is gm approval of the funding of 





that undertaking. Have you had any reports from them? 


Mr. Candy: Yes, 


a 


yi 


Mr. Shibley: How many? 


Mr. Candy: We have a report now on m= you see, we asked 





first of all for an over-all report on the cost of the building. 
Then we asked for 12 reports, one every three months, which are 
interim reports. 


Mr. Shibley: You have the original J the first =. that 





is the over all report. 
Mr. Candy: That is right. We have the over all report. 
Mr. Shibley: When did you receive that? 





Mr. Candy: Well I received an over all report about , 
a couple of months ago - a preliminary report a couple of months 
ago and I looked that thing over. There were several things I 
was not happy vfs about with it. I sent it back to them and it 
was obvious that there was not enough information. They hadn't 
had enough information made available to them to complete that 
report and % make it shales shasta has the purpose in my reports 
coming every three months was so that as more information became 
available they would keep up-to-date and I would know then where 


we were going ‘end the purpose of this was that as we build a building, 
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nm OD. He. want something else or we want to change something ,# and 





Canada gp rernee says; ‘You can't afford it", I say, a‘“It says 
right here that you can afford it.” This is what we are trying 
to do. 

Mr. Shibley: Mr. Candy, would you then produce to me, 
through your Ante the original report to you by Hanscomb Roy, 
the data that you gave them to supplement the information on which 
they were compiling the report, and the final report as for their 
first report, that you have now received? I don't have any of 
that documentation. I would like all of it please ,and I don't 
just want the final document. I want the earlier exchange of 
documents as well. Do you still have those? 

Mr. Candy: I have the final one. I don't still have 
the first one but they probably do. 

Mr. Shibley: Would you obtain it then please? 

Mr. Candy: We could obtain it, But when you say 
the information... 

Mr. Shibley: You mentioned that you got a preliminary 
report, you said that it was clear to you that mm it didn't 
Mex reflect all the necessary input and you providedthem with 
further informating,’ is that right? 

Mr, Candy: No. What I did then was, I commented on 
that thing, on two or three items which I felt they could have 
been more factual on. One was the subway entrance, thepther | 
was the tunnel. For instance, on the tunnel to Murray Street they 
weren't m aware of the fact that we have to dig up ® 200 feet of 
sewer in the first place and raise the sewer in order to get the 
tunnel in. Under the normal course of events what would have 
happened and what we were trying to do was to cost this thing J 
ourselves, and these were the parameters I gave Hanscomb Roy, that 
we would provide them with drawings and they would have access to 
the site. We were trying to do this independent of Canadd Square | 
s0 that we could get a factual report OUPEOL VAS ADC then at the 


end » come together with Canada Square. They would have their cost 
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and we would have ours, Qut as a result of this inquiry, of 
course, we went into the thing much morei thoroughly and 
Hanscomb Roy have gotten their own people and their own 
consultants in the various fields. They have talked to the 
various mm consultants that are working on the job, they have 
talked to Canada Square, they have been together with their 
estimators. I have not been at those meetings. 

Mr. Shibley: Mr. Candy, do I take it though, that 
Hanscomb Roy are presently in possession of sufficient data to 
make a report as to the ultimate cost of the construction of 
this building? 

Mr. Candy: That is right. As of this date. That 
is their primary objective. 

Mr. Shibley: If they have sufficient data for that 





‘purpose, why do you say that a builder would not have sufficient 


data upon which to bid this job? 


eels eee eee =e = 3 aN ae chev % Ste 0 
emer >! 
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Mr, Candy: Well because a lot of the information that 
they had to gather is gotten from consultants, you know, which is 
not yet on paper. This is information, they have had a lot of 
meetings, they brought one of their pamm mechanical people down 
from Montreal to talk to them, They have gotten together with 
people and they have had a series of meetings to try and come 
down to FACTUAL m—_— and they didn't always agree with, you 


know, they haven't just taken figures of Canada Square. Hence, 





tomorrow you're not going to stand up there, a reputable organization, 
and believe me, we didn't twist their arm, I mean I said, you know, 
go out and get the price as firm as you can. As far as escalation 
of this type is concerned they, you know, this is something that 
comes up later, but as time Ajj’ goes on and as - 

Mr, Shibley: Did their report, Mr. Candy, reflect the 
specifications that they obtained from consulting with these 
consulting firms? Does it set them out? 

Mr, Candy: No, I wouldn't say, you mean expressly 
stating the specifications? 

Mr, Shibley: Yes. You indicated earlé#er that this 
4s going to be the touchstone for you ment on back to later on 
when you are dealing with Canada Square. 

Mr, Candy: That's right. 

Mr, Shibley: So I gather that the report sets forth 
with sufficient particularity what should be included in this 
building. 

Mr, Candy: Oh yes, it's an itemized report; it's broken 
down. It's not just one figure. It's all itemized in the whole 
thing as to what they have included, You know, it's several pares. 
And we are doing the same thing as we did on the first building, 
but on this building, what I want to know is, and what was made 


perfectly clear at the Commission meeting when we approved the 
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(Mr, Candy) 
entering into the negotiations and finally the signing of an 
agreement with us, that my job was to make sure that we got a 
building that was costing in the total package, $34. Now, we 
have this clause in there in which the rent is reduced by 75 per cent 
if it doesn't reach that, I have no intention of putting marble 
all over the walls just to make it $34, at all. But there are 
some items which we have in the contract which we have excluded 
in the contract, but as the time goes on, if we find that this 
contract, that this $34, is not being reached, we will inject these 
things into it and get them paid for by Canada Square instead of 
ourselves. So that, you know, there is no intention to change the 
quality of the building just for the sake of getting it up to € 
$34 at all. But this is in there specifically for that purpose 
to ensure that if it does cost less than that, in the total package, 
and remember this is everything, this is interim financing and this 
is design fees and the whole works, If it costs less than that 
then our rent comes down, 

Mr. Shibley: Is that adjustment predicated on the building 
costing less #@ than $34 or having a value of less than $34? , 

Mr, Candy: I was wondering whether you were going to 
ask me that one. This is a question - I guess I might as well - 


Font 
Mr. Chairman:  {@.THiS THE Tin@ A lumch hour_,.. 


Mr. Candy: No, no, don't adjourn now, don't adjourn now, 
let me talk about that, let me talk about that. We had a lot of 
arguments, we had a lot of discussion about this, Mr. McCallum and 
I and Canada Square, and it is actually, it has no bearing on the 


revenue of the property. @# In other words, you can't say, there's 


‘a building produces a certain amount of revenue so you decide that 


that's what the building is worth, It has nothing to do with that. 
It is pfequated with cost. The only thing that bothers Canada Square 
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(Mr. Candy) 
about this thing is that Canada Square have certain patents on 
doing things, One is their VVR system of air conditioning which 
is a built in system in their curtain wall. They have other 
patents on elevator doors and things. They feel that they can 
do things at less money than other people can do because of cettain 
Baeeex patents which they have paid for, Now, I say, and we have 
discussed this with them and no doubt you can realize, we have 
diseussed this with them not too long ago, we have tried to get 
this thing ironed out, And I say, well, if that is the case, then 
whatever our cost control people who are reputable cost control 
people, these are outside Ghiiven surveyors tnatmans people that 
are good in this business, what they decide, if they are going 


to decide that that thing is worth X number of dollars, you know, 


regardless of who builds it, you know, that's going to be the price. 


So if Canada Square has done that for a little bit less , then 


they are entitled to get payment out of that which will pay them 


for their patents and things they got before. Sostbts is asclose., 
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(Mr, Candy) 





as I can come to the situation of padding. 

Mr. Shibley: Mr. Candy, I am much more concerned 
about a larger aspect of that situation Yan 1 would 14K87t6 
prepare yourself to answer on this over the luncheon recess. 

I would like to know what is Hydro's understanding as to the 
effects of inflation on the cost of the imét building, on the value 
of the building, pending the period of construction. In other 
words, in 1975, if that building is worth $34.00 a square foot 

as a matter of value, but only cost $30.00 per maa square foot 

to build, what is your understanding as to your right to an 
adjustment. 

Mr. Candy : You want me to think about that over 

; the lunch period? 
Mr. Shibley: Over the recess. 
Mr. Candy: Okay. 


It being 12.35p.m., the committee took recess. 
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Chairman: Mr. MacBeth 


continued 
The committee myedestesex in the members' board room 


at 3:10 o'clock, p.m. 

Mr. Chairman: Ladies and gentlemen, we have a quorum. 
I would call the meeting to order and again pass it over to 
Mr. Shibley. 

Mr. Shibley: Mr. Candy, we were engaged in something 
of an aside to the Horizon proposal lpalpee, but I would like to 
complete the subject of what really is intended by this 
arrangement for the reduction of rent in the eveht that the-_ 
I am trying to find a neutral term—=the building is less than 
$34 per square foot building. Is that $34 per square foot an 
appraised value or is it to be the calculation of the actual cost 


of construction? 


Mr. Candy: The value as defined in there is the dollars 





that you would have to spend to have that building available 
for use at that point in time. In other words, the estimate that 
has been made for this building has been based the way a 
contractor would estimate a building. For instance, if the 
painting is not done for two years the estimate inoiudes ede 
is now their best interpretation of what the cost of painting 
will be at that time. So it is the cost of the building as 
you go along and the total cost of the building in 1975. 

Mr. Shibley: What bothers me is the wording of the 
Supplementary letter agreement which is part of exhibit 2, 
to which I direct the committee's attention; it is part of this 
bound Vvolyme and in the very back of it ae a series of letter 
agreements dated October 18, the second of which has to do 
with this adjustment, and the wording of the document is. 

"ASH arranged iwe are writing to confirm the agreement 
reached between us that prior to execution and delivery of the 
building lease, Canada Square shall, if required so to do by 


Chaffe 
Ontario Hydro, retain the firm of acKenzie and Ray 
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or 
Limitedg, if it is unable or unwilling to sakes a 


other appraisal firm with MAI qualifications as may be 

agreed upon by [iyaro and Canada Square", _, 

notéthe wordsw"to appraise the project". & Should we the 
_7“appraised value" ,mit doesn't talk about Cost enist Should ine The 

appraised value of the project be less than $44,400,000, tiien aan 

it sets out the formula for adjustment, «asd You wrl1 notice on 


- CGSGaAtK) 
the top of page 2 dda ead the words that are employed 


4 
are: 75 over 100 times the amount by which agpekagee appraised 


ae AA 
virudiee Conta atgine’, dee so on. 

Now in ay cottaaeta I must say that I treat value as 
something different than i Vaca ee would be a variable 
from cost as a result of inflation ahaness" > S* of circumstances. 

Mr. Candy: What we were trying to do there was to 
do it independently on both sides. That is the reason we 
hired Hanscomb Roy, and I think you have a letter there of mine 
that I wrote. to Mr. MeCallum indicating ------ 

Mr. Shibley: What I want to know, Mr. Candyz-naybe ne 
can put words in your mouth and you can agree with me,_,is 
what is intended that Haricomb Roy will put a cost price on 
material and work performed /ensanc 

Mr. Candy: That is right. 

Mr. Shigbley: And they will chat My course relatigve 
to the time that the work and material is made an integral part 
of the building becaase they are trying to relate to the cost 
to the builder, Canada Square? 

Mr. Candy: That is right. 


Mr. Shibley: And it is that cost that we are talking 





about when we talk about appraised value? That is right? i 
Mr. Candy: That is correct, phat is my understanding 
of it. 
Mk. Shibley: And is the cost to Canada Square for 


material, labour and services supplied in the construct ionof 


_— 


a+ 
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the building in its totality to equal $34 and if Less, 
there is to be an adjustment? 
Mr. Candy: That is correct. 
Mr. Shibley: Is there no-~ I wish I could find out 





immediately whether thatis also Canada Square's understanding 
of this agreement zs Is there any factor built into the #34 
for, let us Say,,cost of interim financing, architectural fees, 
builder's ppnofit? 

Mr. Candy: Mot profit, but inteaeee Ca nancihe is 





in there and design fees. 


Mr. Shibley: All rbeht. And what factor is bei hg 





allowed for that? 
Mr. Candy: Well, I think when you-—I have shown 
ee 
ont 
somewhere there a breakdown, it depends exactly @, what it costs 


Ant tre7 

them Aree We will have to know his exact 
cost of that. This is why you may have seen a memo I wrote ,i2 
the file of February 2nd, when Ellis-Don were in to see me, 
after I had examined these proposals I looked at this $26 
figure of E1lis-Don which I thought was’ quite low, and I had 
him in and I went over that with him. 

Mr. Shibley: Yes, you did, 





Nr. Candy: And I enumerated these things to ensure 





that he had these things. I couldn't figure out how in the world 
he could include those things in that price and I went over that 
specifically to make sure that they were in, 


Mr. Shibley: You are talking about exhibit 58, dated 





February 2nd, wherein you checked with him 
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as to cost of building, aveitegeee fees at six per cent, 
interim financing during Tera teaddione 

Mr. Candy:$4.3 million. 

Mr. Sibley: RABY 4 Fey mene to Wood Gundy 
to guarantee the bond issue in two years, a fixed 
interest, and so on. 

Mr. Candy: That's right. 

Mr. Shibley: Nowin that connection were 
these wf included in his cost of construction or were 
these included in his rental rate, I'm watalking 
about Ellis-Don. 

Mr. CAndy: You will notice in item E, I made 
a specific reference there; the payment of water bills 
for the building is included in the rental figure. The 
others are included in his agg. capital cast. 

po Shibley: These were inoluded\tghis 
capital cost ep thépuilaing? 

Mr. Candy: Yes, that's the reason I went 
over this with him. That was my understanding at that 
time. 

Mr. Shibley: Now in the case of Canada Square's 
agreement with Hydro, what disposition is being made of 
the self._.same items, refergable to the $34 per square 
foot evaluation? 

Mr. Candy: habe in the Hanscomb Roy fap estimate 
of the cost of this PUSIGLNE, Mey exclude interim financing 
and design fees. These are something that we are going to 


have to get from CAnada Square when it is all finished, 
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(Mr. Candy) 
because we don't know what interest rates are going 
to be or what he's going to have to pay ror/imoney.. 
Mr. Shibley: You are going to allow them 
an amount, whatever is their costymoneys for their 
interim financing and their design fees? 
Mr. Candy: That is correct. 
Mr. Shibley: Are you allowing them anything 
for builder's profit? 
Mr. Candy: N8, the builder's profit is not 


in there. \We are allowing them 





for overheadsy that is, their staff on the job and this 
type of thing, their pverheacs, but not profit. 
Mr. Shibley: So that / be Be sth 





the computation of the $34 for purposes of calculating 

ang aatuat cee towne of the rental, no amount is to 

be included in that calculation for profit on the building’ 
Mr, Candy: That is correct. We figure that 

the profit will come out of the residual depending on how 


they take it out, afterwards, through their rental figure. 


? 
Mr, Shibley: All right. That's your understanding. 


Mr. Candy: That's my understanding. 





Mr. R.G. Hodgson: Mr. piebaes, peters we leave 
exhibit Sai, the bottom paragraph (a) quotes a rental 
figurepf $484 where all the other documents are saying 
$492, 

: wil | 

Mr. Shibley: Yes the financial peop lain 

ee Pee ih di Teyexplaingg 


that. What they did is they wrote in the recovery, in RAES,, 


H 439 - 3 June 13/73 
3:15 - 3:20 pm 
(ey he 
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on the commercial areas. The real rate was $492— 

Mr . he I can explain that if you like, 
Mr. Shibley. 

Mr . Shibley: gdjusted downward to $484 
across the balance of the space to take into account 
the credit/which Hydro is entitled. Is that not 
correst, Mr. Moat unt 

Mr. canna : Yes, it is a bookkeeping 
# operation so we don't pay them and they pay us. 
The minute we start paying $484, they are authmatically 
paying us for the commercial area. 

Mr. Shibley: Instead of two cheques crossing. 
All a th like to Samer to the submissions made by 
the various developers. The next one I want to ¢ deal 
with is Yolles and Besser BES the documents in that 
connection commence at exnidit 53;GeFollowing, the 
meeting of Decemb7er 14, 1971. 

Mr. Candy: 537I don't seews to Kaue cL Lore. 

Mr. Shibley: December 14, 1971. 

Mr. Candy: January 20th “Which one are you 
looking at? 

Mr. Shibley: Would you give him exhibit 530 
That meeting concentrated its attention on the possibility 
of Hydro locating iatetbem on the Eaton's sip, {1s that 
correct? 

Mr. Candy: Yes sir, that is correct. 

Mr. Shibley: As a consequence of that meeting 
they submitted a proposal which is exhibit st Siena 
Is that correct? 

Mr. Candg: I have 548 here. 


Mr. Shibley: It is only tnat you really 





PAIR EE Candy, 548 is 
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their proposal dated January 20, 1972. 

Mr. Candy: Yes, sir. 

Mr. Shibley: I note that the rate is ¥4.70 per 
square foot. y 

Mr, Candy: Yes. 

Mr. Shibley: That's for office area. I note 
also, skipping along, es thetr standard, the IBM computing 
centre cto gla you visited with them, did you not? 


Mr. Candy: Yes. 


an ETT IT RIE T SS 
Mr. Shibley: And were you satisfied with that 
Seeat dttenhsdeeeaainthencaneaeaamcaemneeiallall 

standard? 
Mr. Candy: Well, not really. The IBM computer 
al 


building is a very, # you kKnOWsml went up there and I talked 

to one nee us around IBM’ he seemed to be quite 
happy with the kind of maintenance they were doing for thems 
But there again, in looking at buildings, the IBM building is 
not a high building. It is not an expensive building. It 
has got very large gum floor areas. I think the ground floor 
is about 90,000square Feet. and a lot of that ua taken up with 
IBM equipment, aamal A1isPeate Insurance are Fi messing bo a 
a bit of that building was empty but.... 

Mr. Shibley: Quite Sam apart from its mode of 
use, Mr. Candy, we are really more interested in the quality of 
the structure. 

Mr. Candy: Well, there again, it 1s a big open 
space, you know, which We just built as a speculative building. 

Mr. Shibley;: Well, wasn't it built for IBM? 


Ran Tener ae SEALS ESET TREES 
Mr. Candy: I don't think so. I thought the 


biggest tenant was Alls ijgmdemmeptate. All. §tate have followed 
re — 
them around, I think, from two or three other places but they 
had a lot of space to rent when I was up there. 
Mr. Shibley: Did you have anything to say to 
EERIE 


Yolles and Rotenberg that you wanted a building of even higher 


quality? 
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Mr. Candy: No, we didn't. He just took me around 
to see this building that they had built. Yate Pregeast 


conerete on the outside, and not the most expensive pregcast. 


2 
Mr. Shibley: Otherwise, did the proposal comply 
To eee you had 


with the verbal instructions that SameEi ven, which ultimately 


found their form in 





Mr. Candy: The proposal of the 20th? 
Mr. Shibley: Yes. 
ROSE TR RIE TESTE HET 


Mr. Candy: Not really. The trouble with the 


SSE TEIN ED: 


Proposal of the 20th, this was for a lease-purchase on the 


Eaton site and I think.ano 


Mr. Shibley: Quite apart from the locale, suet Lows 


Mr. Candy: No. 





Mr. Shibley: Otherwise, did it comply? 
MR. Candy: This was just a building with no 
basement . mmdukedmel was a building above grade. pr a 
building where they wanted I think $25 See parking space for 
ears, and it was in a large complex which they proposed to 
build, We indicated to Yolles and Rotenberg before this __ 
and I think it is mentioned in here Somewhere in this proposal 
that we had indicated we would sooner be in our own property, 
But they vere ieee edie ahi s 5 “ey hard to ES AOU a Papier 
prime tenant to get that project off the ground. 
Mr. Shibley: Skipping through a because 
it is really;PélevanNge-our purposes, except fake the last two 
pages of that proposal, @ime setting out the rental proposalfy 
which wire more or less incorporated by reference into their 
proposal tay your own site. Do you see the page style/‘fental 
proposal /retienines maybe the third last page? 
Mr. Candy: Yes. 
Mr. Shibley: ggg Tt sets out the rate at 4.70 
“OY office\4.00 for storage, a term of 30 years, maintenance of 
Mh $1.35, ami I notice that in that respect, that is a figure 


that they say they had already updated to anticipate the effect 
of inflation. 


Lar He 5 
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Mr. Candy: Yes. 


Mr, Shibley: So they were projecting forward to 
1975 when they quoted you a rate of $1.35 for maintenance® costs. 


ES 
Is that viatababe eu lc Hat lowks like, 
i 


Mr. Candy: I would say so¢ 


Wouldn't you, 
Mr, Shibley: )fust from this bit of information 


in stich sh kaax inclined then to go back to Horizon, if you 


had known that the $1.40 was based on a 1971 base year, and 








question them as to whether they really meant $1.40 on the 


2 
basis of.) 7 % 


MR. Candy: Well, if we had known, but we just 





didn't pick that up then. 

Mr. Shibley: All right. Then, I notice also 
on the next ‘Mme pace... 

Mr. Bullbrook: Excuse me, I want to clarify this. 
Is the response to your final question that it was just an 
oversight? 

Mr, Shibley: The response was that they never 
recognized the circumstance in the Horizon proposal that it 
was submitted on a 1971 base speach it never entered into their 


thinking at that time. 
Mr. Bullbrook: In other words, they thought it 





was 1975 and it was in effect a nickel difference. : 
Mr. Candy: Five percent. Mr, Bullbrooks Five fer cent, Tm Sor’ Yo 
Mr. Shibley: They thought that the $1.40 was to 





be the maintenance rate in 1975 so it never entered their 


thinking when they made a comparative 


>» 
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1 A a te i ane) wen? Tere Rees 





evaluation of the four proposals, {s that correct, Mr. Candy? 

Mr, Candy: That's right, emi. Vnen we made the final 
decision it hadn't entered into it then. 

Mr. Shibley: Right. Now on the next page you are 
talking about financing and we gx have already looked at this, 
thay] eats they would like to give consideration to the possibility 
of having the interest rate open for review at tenyear periods, 
Mr, Candy, would you agreegi with me that that indicates that 
all of these developers re&#lized that what Hydro was stipulating 
Gm was a fized rental rate for a term of 30 years regardless of 
the fluctuations and cost of financing within that bern 
rental adjustment ." 

Mr, Shibley: They say they'd like you to consider that. 

Mr, Candy: Yes, 

Mr. Shibley: Possibility of having it considered. 

Mr, Candy: Yes, 

Mr. Shibley: But a doesn't it indicate they realize 
that the premise upon which they _=—. 

Mr, Candy: Oh, I see what you mean, Yes, I would say 
so, yes, 

Mr, Shibley: And this was the case with all of the 
developers , isn't that right? 

Mr, Candy: I would say so, 

Mr, Shibley: All right. Well then skipping along to 
Exhibit 35, which is their supplementary proposal of February 7, 197 


in the fourth paragraph they say: 


"We can advise you that we could create a similar structure, 


architecturally excellent and functionally superior, on your 
University Avenue Site at a # rental rate of $4.50 per square foot 


per annum. Th&s compares with an effective rate of $4,00..". 
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Now I notice later in your comparison you use the $4,70 figure 
set forth in the Eaton Centre proposal —— 

Mr. Candy: You mean in my memorandum of February 1? 

Mr, Shibley: February 1, 

Mr, Candy: Yes, bawemee that's because I didn't have 
this at that time, 

Mr, Shibley: I see, 

Mr. Candy: This is February 7, and I asked Mr, Tatham 
to give us a proposal on our own site, 

Mr. Shibley: So your February 1 memorandum, as you iL? ge 
you are quite right, it predates this. 

Mr, Candy: That's right. I did not have that. 

Mr, Shibley: Did you know that Yolles and Rotenberg 
were asked to do a follow-up submission on your Dniversity Avenue 
site?, You were aware of that ( 

Mr, Candy: You mean to provide this? 

Mr, Shibley: Yes, 

Mr, Candy: Oh yes, I asked them to, 

Mr, Shibley: I see, And notwithstanding that that was 
yet to be received, you compiled your report of February 1? 

Mr, Candy: That's correct, I put in what information I hadgthen 

Mr, Shibley: All right, So you didn't wait upon the 
submission by Yolles and Rotenberg on the site that was of interest 
to you? 


Mr, Candy: No, that g¥ is true; and that, of course, was 





because we felt citing, We were going to study all these things 
and there was room for anybody © O ppealleagiieaihtelatisiiee make changes or 
alterations or what have you, It was a very informal proposal type 
of thing 4nd Suitsdieiigghemmeite@s there was nothing fixed epee 
about ee that time, 

Mr. Shibley: All right, 
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Mr, Candy: I mean, anybody could withdraw one of these 
. THEE IS 
things and say, "We're not interested", and now way we could 


have stopped them. 
Mr, Shibley: All right. Then the balance of that 





document simply gives reasons why they don't believe the commercial 
development is viable at that site, 
Mr, Candy: That's right. 


Sl 


Mr, Shibley: They were very negative about commercial 
development. ; 

Mr, Candy: That's right. 

Mr, Shibley: And your thinking and the thinking of your 
people generally was very favourable towards commercial development, 

Mr, Candy: That's right, especially me, 

Mr, Shibley: And I notice in later evaluations, the 
negative attitude of Yolles and Rotenberg towards commercial 
development at te site was a circumstance that weighed against 7 
their proposal in yaur thinking. j 

Mr, Candy: That's right. 

Mr, Shibley: Incidentally, can you make any comment as } 
to more current information respecting interest in that commercial ; 
site? 

Mr, Candy: i is would say there has been quite a bit ; 
of interest in that commercial eere, ene I have every reason to 
suspyect , whil#e it may have to be subsidized in some areas to 
Suitnnwewlns I am still confident that that thing, is going to be | 
successful, I really think it is, 

Mr, Shibley: Have you had inquiries? 

wa Mr. Candy: I have had inquiries, all of which I direct 
directly to Canada Square. 

Mr, Shibley: Yes. 

Mr, Candy: We don"? deal with them sina ial this 


4s one of the reasons why I had someone in our property department 
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(Mr, Candy) 
allocated not only in the rental of surplus @ space but I wanted 


someone who could deal with Canada Square, because we have the 
right to accept or reject einother words, we don't a wet-—wash 


laundry, you know, but =i , 
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within reason, we have to accept them. I want somebody else 


to do that. 
i 
This business of this gymnasium thing came up the other 
Pron tod 

day. That was one thing that~pegeihed Chat , really. 

Mr. Shibley : Then, Mr. Candy, the next proposal that 
I want to review with you is that of Ellis-Don. That's exhibit 
57. There's a follow-up letter of February 2, 1972, but bi 
believe the submission itself was sent in to you on January 24, 
1972. Is that correct? 

Mr. Candy: That's correct. 


as per 
Mr, Shibley: And the submission is s@kemdeadax, the material 





appendixed to the Leneees “3a is exhibit 57, Is that correct? 
Mr. Candy: Yes, that is correct, meg, 
Mr. Shibley: Now, leaving the letter itself for the 





moment and going immediately to the document appendixed to it, 
it starts off: "Two weeks ago we were requested to submit a 
proposal.,” Was it, in fact, only two weeks prior to January 24 
when Ellis-Don were asked to submit a proposal? 

Mr. Candy: If Don Smith says that's 80, then that's so 
as far as I'm concerned. I've a lot of respect for Don pms thy 
and if he says that's so, that's so. <empeeeege They were 
very persistent people. Don Smith was continually calling 

had 
me, or writing to me, and I noticed that ee ae meeting with 
his Toronto manager on, I think, January 10. 


Mr. Shibley: Yes. 





Mr. Candy: But I find it kind of hard to believe that 





I didn't see Don Smith in there sometime within that period. 2 
Mr. Shibley: Nage“information, Mr. Candy>ymaybe you 
o Q (= 
can enlighten ust SnteLally you M@imeae asked to have the submissio 
in by the 22nd and then gave them an extra weekend so that it 
could be in by the 24th. 
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Mr. Candy: That's right. I know he did ask for more 
time. We were not really pushing people. I saw in a document 
there where I had said# "the week of January 17" or apmeshings 
Wm I've got to admit that Don Smith was a general contractor, 
a good contractor, but he was panmenieee persistent in getting 
into this, egm I think by his proposal that he put in whereby 
he is not in the development business and put in a joint effort 
with Sifton Properties, and then paren. fer8 ie that he would 
get into the development business, aa® a job of this size y I've 
got to admit that this kind of bothered me. 2yxgma@maumers. I can 
remember gam him coming fmm in to me one time and sitting down 
there, and he said he'd been down to Wood Gundy, <aeeugr He said: 
"Golly, do you know how much it's going to cost me just to get 
that mortgage?" I said; "No." He said: "$1 Pa eR 

I was honestly concerned that we could tlade-pen into 
financial difficulties in this thing. 

Now, Hmmiumimere. I know in his memorandum he says that 
he does about $80 million a year, but this $80 million, he doesn't 
finance, you know, ‘mw These are jobs that he's doing and he’s 
getting monthly draws on all these. This was a different type 


of thing.  Tssjawe=eese.—I was really worried ahane Ellis-Don 
have 
as an organization and not as Ellis-Don. I Sager 


very much » to have done business with Eliis-Don but Meg 
honestly, I can't deny that I was not encouraging him to get 
into this thing. I sort of wa wished that he would back off 
because I felt that we were getting him into a field .gammam that 
he shouldn't be in. 


- @& Shibley: Did you tell Mr. Smith, at some point 





in time, not to work too hard on his proposal? 


Mr. Candy: 2a seen that in the paper or some Bigag 
place but what I really said was: "I don't want drawings." This 
told 
is really what I iweke people. 


AailaigtiieSenatee I told this to Canada Square. I know , Canada @u 





Square brought drawings in and when they brought them in I was 


pretty upset when Phe, Dronghe them in. I knew that I had been 
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t_knew—t-had-been! doing this and I had been going through this 
period with Canada Square to get ideas on mise what we wanted, but 
at the same timeyg I did not want people -- Horizon prepared 
drawings too gm -- but I did not want people to put drawings in 
because I did not want people to get involved in $15,000 or 
$20,000 in design ae for getting all this stuff together and 
then wind up getting nothing out of it. Now, my intention was that 
nogone woul dae get nothing out Aiea at thesame time ss my 
intention at this time was that we/decide by this prowess who we 
wouldthen negotiate with: and this is, I guess, what gas private 
business was doing, but I suess I sort of overlook the fact that 
we are a public organization, but in any event, that is the route 
I took. 

Mr. Shibley: I want to be very clear on this. You 
are saying that the purpose of solicitpne these gmx initial 
proposals, in January, we are talking about the proposals that 
came in on and before January 24 from the four developers, 

Mr. Candy: That's right,vyes. 

Mr. Shibley:~fhat these were only intended as the 


preliminary proposals, qs that correct? 


Mr. Candy: These were intended as proposals to 





determine from that ariouta then negotiate with further. 

Mr. Shibley: Yes. All right. Now, just returning to 
what you said to Don Smith, I would tike you to be more precise. 
Did you relate your comments solely to the preparation of plans or 
did you express yourself senerally to the effort he should applyr 

Mr. Candy: No, my recollection is that it was solely 
in connection with plans. He talked about getting a design, putting 
in drawings, and I discouraged him from doing that. When people wer 
coming in and when people were looking at these drawings, or people 


were taking them into the conference room to go over them, or 
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Xx (lr. Candy) 
Horizon brought their estimator in, I had no restriction on that 
at all. They were @ welcome any time. I gave them all the help 
I could. 
Mr. Shibley: In that connection, did you show people like 
Ellis-Don the egg specifications that were employed at the 
OISE building? 
Mr. Candy: No, I didn't have any, Bri Fou mean the spec 
¢ Waalhenrthcocte_ 
that Brooks t= 


Mr. Shibley: Brooks. 





Mr. Candy: No, # as a matter of fact, I didn't even 





know I had it then. 

Mr. Shibley: I see, 

that 

Mr. Candy: I didn't show “Buen to anybody because I 
didn't even realize I had it chore; and I didn't use it at all. 
I never showed it to anyb ody; I didn't realize when it turned 
up in this Wiquiry, I said to somebody , gosh, was that in my file?’ 

Mr. Bullbrook: Could we just pursue for a moment this 
question of the judgfient that was being made! As I understand 
the evidence thus far, Mr. Shibley, Hydro was sincerely desirous 
of having these people propose a building for them. But the 
building itself didn't enter into that, and I want the witness 
to correct me. I am just trying to clear my understanding of it. 
They were sincerely desirous of dealing with these developers. 
But they didn't need drawings; in other words, they didn't need 
to make a judgment on the building, although it happens that 
Canada Square es Submitted drawings which were é@etefiaesteteee aetpesti Va: 
Am I correct in assuming that at this oe it became a question of 
dollars and cents? Correct me, maybe ay misunderstanding, ttaybe I Qgiiee- 
Res don't understand what is going on. 

Mr. Candy: No, that's fine, Mr. By Bullbrook, let me try 
to. When they built the City Hall they strictly ran an 


architectural competition, and that was based on an architec#tural 


egmpettkieen competition. That's the way it was decided. "which 
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h 
design do you like the bestg? This wasn't what we were doing. 
rs] 
We outlined g criteri fsa here with a group of people who were 
well aware of what was required ,qgeumememmem to go in the buildings, 
who had been in this business. We were trying to get at the nuts 


and bolts, or as you say, the dollars and cents of this whole 


operation. This is really what we were trying to do. 





Now, in these requirements, we said here'a building | 
oeqgumemed designed to the approval of Ontario Hydro. | And this is 
what we had in mind, that we would get a building gpomemeees., 

there Is mention 
designed to suit us. Now;yone thing I would like to RemsedéseerTere$ 
Mr. Shibley said the other day that the employing of an outside 
architect was a negative thing. That is not a negative thing, 


pstose 
frat is only negative in the sense R Sombine it, with the aja 
himself, 


lores mdiaedinltesime CLEVE LOPCT  tetuGuyelins-mielienin( maiimasiaiisie peated edeelapeetermizna!: 


it's a % combined thing, But we were not running an 
architectural 
atpmiamaees competition, and this is a fact , What we were doing 


was to try and find out the economics of doing this whole thing. 
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Now we had been through a very useful exploratory period 
with Canada Square 2Efiy PIER we were quite impreésed with 
Canada Square, but having through this exploratory period, 
I was quite aware, I was getting pretty well in my own mind 
just what we really did want, When I saw the design that Horizon 
had prepared it was just not what we wanted at all. 

+ Mr. Bullbrook: Gateseiea— /4m I unduly interrupting 

ray ? 

your tage of examination Ny, Shibley? 

Mr. Shibley: No. 

Mr, Bullibrook: This is what causes me concern at this 
time .—. 

Mr. Candy: That is fine. 

Mr. Bullbrook: You are making a judgfient on Horizon's 
building and yet with Ellis=Don you don't want them to even 
submit plans to you. 

Mr. Candy: mead this is the reason: (pestmieg., Suppose 


everybody had submitted plans; suppose everybody had put ina 


Mr. Bullbrook: But Canada Square did, 

Mr. Candy: I know, but just for the moment suppose 
everybody had submitted a design. Now what are gou going to 
judge it on? Are you going to say that is going to cost you 
so mych and that so much? Anayau going to judge it on the 
dollars or are you going to judge it on whether you like the 
building? Y6u have to do one thing or the other, You can't 
do both. 

Mr. Bullbrook: But so much of your evidence, you have 


given to us before has been on the quality of the building. 


MRx Candy: That is correct. 
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Mr. Bullbrook: Obviously I am obtuse. 
Mr. Candy: But the quality of the building can be 
determined by the cost of the building. If we eam establish 
the cost of a building, #@hat this thing is going to cost, we 
know we can get the quality that we are Porites for Ana we 
are looking for something that is not, going to be good for 
30 years; we are looking for something that is going to be good 
for a long time after that and with as little obsolescence as 
possible. 
Mr. Bullbrook: Oh I am sure of that. I will stop now. 
Mr. Shibley: Mr. Candy, just along the same line however, 
Vou did permit Canada Square to engage in quite a considerable 
effort in working up itg proposal. Is tit correct? 


Mr. Candy: That is correct. 





Mr, Shibley: It extends all the way back to August ---- 





Mr. Candy: That is correct, I don't deny it. 





Mr. Shibley: Having permitted that qe developer to make 





that kind of an effort and having provided a meaningful measure 
of input yours if into the design and proposal, did you 
personally feel a commitment or an obligation to Canada Square 
to consider its proposal perhaps more car efully and more 
seriously when the time came to select the developer? 

Mr. Candy: I wasn't really thinking in those terms 
at that time, but I would say that in considering it there was 
more to it atticeten As I said, wdc ES RE -wnO you are 
going to get in bed with for 30 years was what I was really 
worr¢f ‘ng about. 

Mr, Shibley: Y6u had been courting one another for some 
months ,¥ and you felt happier with it. 

Wiexx@andxx Mr. Bullbrook: Tne fime to bed down, Gaaay is iF? 

Mr. Candy: No, I was really thinking at that time_=_.I 
meen, the people that these other people had mentioned as 
architects that they would get, were all good erchitects. I did 


insist that they employ Amamson as a consultant on this thing 
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because I wanted A carry-over from the other saAnayand 





Adamson is a good designer, Ana I wanted 
Mr. Shibley: You are not answering my question. 
Mr. Candy: Oh, I am sorry. 
Mr, Shibley: What I asked you is when the time 
came to make a selection was the circumstance of yonr having 
spent so much time with Canada Square over a period of some 
months, used their experience, providjed them with data to 
carry on working up information, etc., was all that influential 
in terms of your own decision-making? 
Mr. Candy: I would say yes it had an influence, Yes. 
Mr. Shibley: It necessarily influenced you. 
Mr. Candy: But the thing that I want you to understand — 
ahd I am not trying to qualify the thing, but Canada Square are 
a very ambitious organization, You just can't stop them, You 
can't hold are gea Ana, of course , being an architent I got 
ehthused myself and I couldn't Seah participating in criticizing 
these things or adding comments to the designs that they were 
doing ame I felt that 1 honestly didn't expect thenfto submit 
drawings when they submitted their proposal and I was really 


disappointed --~------ 
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when they brought these things in. And I accepted them, and 
one thing that I want you to Hnow is that I have never yet | 
shown those drawings to our management or our commission; 
they never left my office. If I have shown wa anything to 
anybody, it has been an eight—by-ten of their perspective; 
the rest of it they have never seen, and I have never used it. 
For instance, at a commission meefving or at a management 
meeking , I've never taken this stuff to promote CAnada Square, 

Mr. Shibley: But you did refer to itx in -m your 
memorandum of February 1. 

My. Candy: I did refer to it; I did refer to it. 

Mr. Shibley: Yes. 

Mr. Candy: I referred to it, and also in the 
April 10 report we referred to it. 


Renwick: 
MR. Biome // Yes, in very favourable g terms, 


Mr. Candy. 

Mr. Candy: Yes, I agree. 

Mr. Renwick: You indicated just a moment ago, as 
I understand it, that you were disappointed with CAnada Square 
because they had submitted drawings with their report, +4 

Mr.CAndy: That's correct; yes. 

i 2 rn te and 

Mr. Renwick: aww/yet in your report of February 1, 
‘he Mr. Shibéey points out, and as gm you interjected in 
your report of April 10, you referred very pesitively to the 


work which has been done yi. 


Mr. Candy: That's right, that's right. Let me say--e: 

Mr. R&nwick: jody and each of those reports,read 
objectively, would indicate that you were recommending Canada — 
Square. 

Mr, Candy: Well, in the February 1 letter, Mr .Renwick 
what I was really_==.I know the way it reads. It looks like tha 


and maybe that was partly in my ming, but what I was trying 
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to indicate wae there was the fact, for instance, having 
had something to do with that design and knowing the curtain 
wall and so on; and then looking at the $26 price of Ellis- 
Don, I was trying to relate that to that, But those were the 
ongy two capital cost prices SMM we had that were submitted, but .. 
Mr. Renwick: Well, my only interjection, Mr. Chairman, 
Yes at that particular point was that your _yhetwbetebetgiedal memorandum 
of February %f 1 and the draft of April 10 don't really reflect 
disappointment. The price is there; =.. ee, 
the drawings foackaotf 
Mr. Candy: No, let me -- can I god change the 
word wher ane in) (omc, Rather than "disappointment" can 
I don't know, 
I say "embarrassment"? Maybe it sounds better, but I did not 
expect them to send these things in, because I realized I had 
been telling] people not to sabmit drawings, and along comes 
this set of drawings. 
Mr. Shibley: You also realized the set of drawings 
reflected a measure of your own contribution? 
Mr. Candy: Yes, that's true, that's true. 


Mr. Shibley: Well, let's return to Ellis-Don. 
Mr. W. Newman: Mateeeheweee— Mr.Chairman, while 
we are on this, @w@emecendeuig.. I am concerned abnibles: 


Mr. Candy has indicated that perhaps he might be said to 
be biasged in favour of Canada § Square, dod My y question 
then did 

to him7is, @mmax7this have any effect on your final judgement 
or thinking off what was best for Hydro in the final analysis 
of the buidding? 

MR. CAndy: On my final ... 

Mr.W. Newman: Are you still convinced that you made 


the best deal for Hydro? 


Mr .CAndy: I certainly am, absolutely. 





Mr. Allan: Mr. Chairman, I have restrained from 


interrupting ... 
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Well, well give you a chance, . 
Mr, Chairman: 1 oe Mr. Allan 
you've been very patient. 
An-hen-member: ‘Make it a good question. 


SdiBeey 


Mr. Allan: Hie, i A hoping that Mr. 
WG by his nied @iexutontneren isntka us @ as to how 
the decision was fimally going to be made. I find it 
difficult to find a basis for comparison sabe the various 
proposals, ape, o doubt you intend to bring this out, do you 
YOu are hoping to bring data! out, if that's a better word. 

Mr. Shibley: Well, what I iammatn intend to do, Mr. 
Allan, is to bring out what, in fact, took place inthe 
selective process. I'll leave it to the members of the 
committee to decide whether in that respect Hydro had a 


planned programme of selection, and, if it did, whether that — 


programme was effective to obtain the Mammmkc best proposal. 
questions 

I think simply to ask the witnesses/beyond that might lead 
us into areas of speculation rather than fact. I temdemahm inten 

adduce _ 
to Wasaga trom the material that has been produced to me, ; 
the oral andflocumentary testimony, as to what theydiététdy x 
tz in fact, did in making their selection. You've now got 


the picture. ... 


—Prpe- HH §604-feltews) 


Due to a breagkdown in the recording 
equipment, approximately the next 

five minutes of testimony is not : 
available for the Hansard record, : 
Testimony resumes on page 4471, ] 
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management. 


Mr. Candy: I think so, yes. 





Mr. Shibley: And did you consider their joining 





with Ellis-Don, a supplementing of the other capabilities of 





Ellis-Don in 
oe 
Mr. Candy: I wasn't very acceptable to that, 


Zot 
because then you haverey spit ‘ee. responsibility, Zomebody 


who builds the building and walks away from it and somebody 





else/is responsible for looking after it and whatever happens 
in that building 3 for instance, in a single venture with one 
person, they take the full responsibility for whatever happens 
in that building if something goes wrong »“Fhey have built the 
building so they have got that full responsibility agg I wasn't 
happy about a split venture in that area. 


Mr. Shibley: And in fact you made your feelings 
} ? 





in that respect known to Mr. Smith, didn't you? 
Mr. Candy: I think so. 
Mr. Shibley: And wasn't that the reason that 





i thereafter dropped Sifton as a partner and presented m dorde 
the comp any Hp ,, 
oe a single entity to be the builder and ret tain 
the building. 
Mr. Candy: That's right. That was in March 
or April some time. He said then he was going to go into the 
development business. 


at 
Mr. Shibley: The point I am driving/is that he 





dropped Sifton as a pak partner because he knew that you were 
unhappy about having to deal with two people as opposed to one. 
Is that correct? 


Mr. Candy: That's right. 





Mr. Shibley: And yet when he dropped Sifton as 
a partner some of the earlier witnesses have said that the loss 
of the management partner was a circumstance which weighed 
against the Ellis-Don submission, 


Mr. Candy: The loss of the early partner? 
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Mr. Shibley: Yes, 


re eo 


Mr. Candy: I don't recall hearing that but maybe 
acre cerisenens 
they did, I don't know. I think the basic thing there was 
that in general Eilis-Don m here was a pretty big project 
for someone to start in in the development business with.) :;_ 


Mr. Shibley: All right, £hen on page 4, the 








middle magragha paragraph, he says: "I realize this greak brief 
description of the building is ihc we were specifically 
asked not to as go into detail on the building." You concur 
in that being the premise for the submission laid down for him? 
Is that correct? | 

Mr. Candy: Well, it depends on what he means by 

seiiarneinesiars 
not going into detail. is. You can see by what goes 
through his submission here that I have given him most of the 
information I talked about at hs far as oa abate detail, 
I think, my interpretation of that is that smakks specifically 
refers to making up drawings or layouts of a building or designs 
for a building. 

Mr. Shibley: Then as to financing at the bottom 
of page four, he says: "We were requested to state the rate 
at which we could borrow money. We have been given rates from 
8) to 8k/, and in our calculations have used eight and one-eighth 
per cent which we feel is logical. This rate could vary up 
or down one-eighth per cent depending on the money marketS, 
The money would be raised through a private bond issue." Now, 
Mr. Candy, here again is a proposal where~—am I not correct, 
the only reference to a fluctuation of interest rates is one 
relative to a wx#x variation pending the making of the 
Sereenent hye that implicit throughout the submission is that 
once they QF committed to a contract with Hydro, then for the 
whole term of 30 years there would be no change of rental based 


on a change of interest cost? 


Mr. Candy: I am not sure I am with you. ¥ Are 





you saying there that he is not ppdericd Wslbeds the rate could vary 


up or down an eighth depending on the money marketsfu that t's 
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Mr. Shibley: He is talking about a variation 
pending the making of a deal. 


Mr. Candy: Yes, pending the making of a deal 





but not subsequent to the making of a deal. 
Mr. Shibley: That's right. 
Anan ettteatanennemataestas. 
Mr. Candy: Yes, I think that's what he is talking 
Lee 


about. 


Mr. Shibley: And in terms of the rest of the 








proposal, on page by he sets out variable amounts for rental 
rates depending on the cost per square foot. 

Mr. Candy: Yes. 

ee / 

Mr. Shibley: It is quite notable that based on 
$26 i the rate would be M46; at $24 GM it would be M.21; 
at $22 MM it would be gape $.99.. 

Mr. Candy: That's right. 





Mr. Shibley: So a variance of $2 a square 
foot on cost of a building of this size is very meaninfxut 
meaningful in terms of the rental rate, ¥s that correct? 

It is 25 cents a square foot difference for mi a Va dae 
$6 fp and 24 gag. On a million square feet that's $250,000 


per annum. 


(H-448 to follow) 
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Mr. Candy: Yes. 


~ Or let's 
Mr . Shibley: Weiriapined takes the disparity of 


betweaus: 
$ 1 rediome Hori zong and Canada Sauate, thee would be alitf ference 
@ in rental of aimumun half Yfillion dollars a year? Is that 


correct? 


Mr, Candy: That's right. 





neg~ I involved with the financial people 





fairly quickly after this and they wamm went into this 


kind of thing. My input into that was wa. questions 





At ane 
they wanted from méyYwhat they wanted to know about the building.: 
As you will see from Mr. Deang and Mr. Mink, wim these things 
examined 
were “apzedseed-Trom a financial standpoint , I thought, fairly 


a 
thoroughly, and I was depending on them to come up with these 


y 
answers . 

Mr. Shibley: Mr. Candy, after the initial sub- 
mission by te Ellis-Don you asked them to submit on the 
alternative premiseg of increased rates® Is that correct? 

Mr. Candy: Yes. 

Mr. Shibley: And they did that by the letter of 
February 2nd 1972, which apart of the same exhibit. Is 
that right? 


Mr. Candy: Part of this exhibit? 





Mr, Shibley: Yes. The first page. They gave you 


/ 


hs 
eniat” ratedat $28 and $304 S7pare book 


Mr. Candy: Yes. Wes. 





Mr, Shibley: And they said they would pass on any 





savings’ on the building on a 75-25 basis in your favour... 


Mr. Candy: Yes. 


Mr , Shipley: Xethey could build ieus than $28 


or #30 9% or whatever. 





Were a 


wreecair 
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Mr. Candy: Thats right. 

Mr. Shibley: Is this not also the company that 
offered to have its books opened to you for audit and 
inspection at any time? 

Mr. Candy: Yes. That's what it says here, yes. 

5 LIRA PRET STITT 

Mr. Shibley: Then,also on February 2,you checked 


‘ 2 
them out as to what was HP LUT ES #8 you mention in exhibit 





58, qmail Exnipit 59 was the letter from Smith to Gordon endorsed on 
Rewemen, which was the nothing to be gained by fieetine” aims” 

nenor lian, Bhemuce “the matter is in the hands of the chairman,’ Gud So 
Is that correct? 


Dae yes: a 
Mr. Candy: 


Mr. Shibley: Then Mr. Sissons wrote to Mr. Bayley 
eet een 


of Ellis-Don by letter of February Re OS OP is exhibit 60, and 





he said: "Please be assured thatyas consideration of this 


matter moves forward, this sald be of value, we will be in 


touch with Mr. Smith." In other words, if a meeting is of 
value, we will be in touch. 
Mr. Candy: Yes. Yes. 


LdJhat 
Mr. Shibley: (I Would like you to explain to this 





committee, Mrs Candy, is, in the circumstances of that kind of 
exchange with Ellis-Don, in the circumstance of not yet 
Onl 

having received the Yolles/{Rotenberg proposal for your 
University Avenue site, mam how did you find it timely to 
compare your report and analysis of Febraary 1, 1972, exhibit 
62? Have you got that in front of you? 

Mr. Candy: Yes, I know the one you mean. Well 

Siena . 

wr Yat 

I just, as I said, & wanted to get the information Sega ——— 
ywaak I had. Don Smith was in the next day after that, having 


sent that thing into the Chairman, age (what you are See ts, 
why didn't I wait tilfI got this “am other information before 
I made an analysis.-,is that your question? 


mea ¢} 
Mr, Shibley: It seems as though pr February 1, 





you were not anywhere near having the kind of complete 


Ow OA 
information that would permit\report and eviuation particularly 
a 
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(Mr. Shibley) 
one that was being directed to the chairman of the commission, 
which the report of February 1 is. 

Mr. Candy: Wen. waar I sent it in I realiged that 
we had a lot of work to do on this thing. I wanted to report 
just what I had received but we took another five months 


Vat 
after‘ey-Boing through this material, mai I don't know, I 


Gusev’ oss 
Mr. Shibley: I refer you again to page 10 of that 


ia deel 
| 9 
memorandum; ore dt start back at page 8. , Yeu bmmettce 
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I coo ST SOLE AD A es a nor 


seam You notice you 
set out the rental cost per square foot, Fllis-Don is $4.46, 

Y and R at $4.70, because vou were using the EAton site t> figure 
rather than the $/.50 rate as for the University site —— 


Mr, Candy: That's right. 





Mr, Shibley:iCanada Square $4.92, Horizon $4.93, Is 





that 8 tet 


Mr, Chairman: Mr. Shibley, I wonder if Mr, Candy does 


| 


that 
havé/before him? I see you leafine throurh pages there , Have you 


fot the memorandum? 


Mr. Candy: What is the number of that exhibit? 





Mr. Chairman: It is exhibit 62 and it's a schedule a 





Mr. Candy: Oh here it is. 


Sern ee re ee 


Mr. Chairman: Have you got it now? 





Mr, obepiey . T have been looking at the schedules on 





page 8 and 9. I am down to the one on nare 9, You put Horizon 
in at $4.93, is that a correct firure? 

Mr, Candy: Well, it proved to be not correct. fees 
ee IT thought about that, and the only way I could — where's 
Horizon's j,.4 


Mr. Chairman: It's the lastone on that 4 





Mr. Candy: Yes, but on Horizon's provosal, 


Mr, Bullbrook: I think that's pa Nes Candy, 
Mr. Candy: Pardon? 





Meee Bullbrooks: .. think..it's 52. 4f I -am correct, 


Mr. Candy: Yes, thanks. What I did there eventually ASO] 





ama wher 


I took 1,640,000 square feet you see the 21_storey structure ,!' 

r™. 
tit and Semmasmme, I read that several times , apeiigeammpsucemiploadss 
tt says: "1,040,000 square feet above merade, including space on 
thejzround floor, torether with other space for vault, storape, 
etc. in the basement. These areas are net areas measured in 
accordance with the American Standard of Measurement agim and do not 


inelude mechanical areas, stairs, ducts, etc, 
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So what I did was take that and dividethat into the net lease, which 
is the *3,680 856, and that gave me, I think, I had it on the side 
THAT 

there, MBB $3.53 to which I added ag $1.40. 


Mr, Shibley: In your April 10 memorandum on page 30, 





you computed Horizon's proposed rate at $4.46, 





Mr, Candy: Yes, 1 know, and Sijiinies-@ae.. in the April 7 


letter—~ is# it Arnril 7 from Horizon we have a letter jigisicmiomeniansams- 


he said inthere that his net lease would be between $3.02 and $3.06 





depending on the amount of commercial space, and he said in there 
he was confirming that. 

Mr, Shibley: Mr. Candy, you are Mreferring to a 
document not yet exhibited, I produce to you a letter dated 
April 7, 1972, being the letter, I believe, you are referring to, 


from Horizon to yourself, which I ask to be made the next exhibit. 


Mr, Candy: Yes, that's right. 





Mr, Chairman: Exhibit No, 153. 
ee Ree a 


Mr. Candy: This letter, this visit to Horizon at that 





time was avs a result of the memorandum that Mr, Mink wrote me 
indicating the extra information that he required, 


Mr. Shibley: Yes. 





Mr. Candy: Now it came up the other day that I had all 


these written « and axiiee information from Canada Squage . But 
on April 4, Mink made a poses of that report in which he had certain 
information missing. On April 7, Mr. Mink and I had a meeting wf 
with Mr, Tatham in my office, and we also had a meeting with Mr. Zwi 
of Horizon in his office. And at that time, we filled in that 

missing information, And then @ that was the time when I showed 


Mr, Zwie this memorandum of February 9. Now why I kept until then 


I really don't gogugmist have an explanation. 
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I did show it ; him, e assume by the memorandum, it 


was then I showed 1 /Rim; I'm not positive of that, 
or whether he had it before, but I assume by that 
he had it then. 
7% then when he said "G€onfirm further ea that 


building would 
the rentaly the entire wee be &&x between $302 


nek 
and $306 per square foot net, Tikes Mink I think is 


much mordf ani liar with that than I am, <md I had 
assumed that Mr. Mink had gotten something from tixam i 
before that Ididn't know; because I didn't really understand 
when I got this letter what he meant by this $302 and $306. 

Mr, Shibley: So that what is in/Pebruary 1 
memorandum as. 

Mp. Candy ; Is not correct. 

Mr. Shibley: Is not correct’, 

Mr, Candy: That is right. 

Mr, Shibley: The corrected data on that memo J o%q 


Zonk 
Saag shown Ellis-Don at $446, Y and R at $450? 
$4.70 


Mr , nn yeas petty Samcctails 0 n Retuoe 


February 1 , 


Mr. Shibley: Dealing with the University 


Avenue 4.4, 


Mr, Candy: But you've got to remember on 
Ne er 





a) 
that $450, there 1s a hitch yp that. ‘That was based 
on taking over our site on Univessity Avenue. You 


—, they were going to take that property off our hands, 


H 450 - 2 June 13/73 
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Or. Candy > 
If you look at Y and R's mm proposal, the second proposal,—, 
Mr, Shibley: That is exhibit 55, Mr. Candy. 
Mr . Candy: Fifty-five. 
Mr. Shibley: I think you are looking for the 
fourth paragraph on the face page. It talks about a 
rental rate of $450 per annum ated What I can't understand 
frankly 1a tRdef ame compares with an effective rate of 
$4..on theseemexmaex Eaton Vm sStneitey thought the rate 
on the Eaton's site was $4.78 and this was $4.50. | 
Mr. Candy: I know,Ijive read this since and I ! 
don't whathe is talking about now either. . 
Mr.Shibley: All right. 
Mr. Candy: But there was Rahas rd cmekee effective 
$4 comparisonjon the Eaton site is due to reduction of xk 
70 cents per square foot which arises tron jséle of your 


is 
sité $7.million appraised value. You indicated this 


appraisal [made some time ago, Thebes understanddg ff 
its cute w 
ue is higher the effective rental e 
> 5 


—— 


further decreased a 6 Wien amt So it had to do witha, 


£ 


Mr. Shibley: Oh yes I see, 


Mr, Candy: 4~.,the sale of that site some way, 


Mr. Shibley: N@ you've got it the other way 
nee | 





aroun m3 x I think what he say&ng is that the 
effective Mx rate for Wali Eatong site would be $4 after 


r 
eat Sek 


taking account of thefact that you would sell to them 
your site on University avenue for && $7 million. So 
that the rk@ rate at the Eatons site woihld be $4.70 
before allowance for the sale of your site on University. 
And they were prepared to build on your site at University Raw 
$4.50 a square foot overall rental rate, is that correct? 


Mr. CAndy: Sd think that's right. 
Np 
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Mr. Shibley: So that going back to the February ]} 
gi RE for Ellis- Dou; 
@ analysis, the rates would be $4.6 [$4.50 for Yolles and 
Rotenberg; Canada Square $4.92 HOrizon $4.46) on 
a more precise understanding of what they were intending. 
Is that correct? 

Mr. Candy: Yes this was based on their capital 
cost per square foot. 

Mr. Shibley: Mr. Candy , see would it not be 
significant that Horizon and Ellis-Don were dead ony ar 
$4.46 per square foot; Yolles and Rotenberg was within 
4 cents at $4.50 a square foot; so those three were 
grouped together at a cost, in q case of two of them, 
equal;in the case of a third only 4 cents apart,and 
Canada Square was at £4.9%, which was a mea aas wile 
higher rate. Isn't that so? 

Mr. Candy: It depends how you look at this. 

It depends on this capital cost of the buflding. I 
think that when YOU donna, 

Mr. Shibley: Just leaving the pro-rating 
bit out of 1L2"tne moment ; Just dealing with the comparison 
rates¢ w You've got three builder.developers here who 


are bunched together. -Wowkd_that—not—indteate—that—that- 


H 451 to follow 


H~- 8451-1 June 13, 1973 
4.15 - 4.20 p.m. 
M.R. 
(Mr. Shibley) 
“css whe-ere bunched together. Would that not indicate 
that that was pretty much what should be a proper rate for 
this structure, bearing in seSividinnataigteas had three now? 
Mr. Candy: Well, let's look at it this way. 
The three that you are talking about -—well two of them anyhow, 
are developers who are in the speculative field. Canada 
Square are more in the custom field than the other people. 
Now you can buy a Datsun or you can buy a Buick and I think 
Mr. Shibley: Careful. Mr. Allan is listening 
very carefully. 
Mr. Candy: Does he have a Buick or a Datsun? 
But anyhow, _ 
Mr. Shibley: I think he wants to know why you 
wanted a Buick. 
Mr. Candy: —" wanted a Buick because we 
wanted it to last. 
Mr. Shibley: All right. They said that about the Edsel 
Mr. Candy: But 
Mr. W. Hodgson: They wanted a better ride, Mr. 
Candy. 
Mr. Candy: I think that you will find in the 
analysis of this one when you talk to Frank Mink and John 
Dean that there was some pretty good justification in 
looking at this thing, but basically  jenecsmmame on the surface 
of a nahi at that >for instance, if you want to put an 
addition on your house and you go out and you get two or 
three builders to give you a price, __. 
Mr. Shibley: You are hitting a very sore point 
with me there. 
Mr. Candy: All right. You get two or three 
builders to give you a price. Now after you get the Tee 
you'll get all kinds of prices,=, gpm they all say they will 
gdo a good Kak Sadi what do you do? You go back to some guy 
that this guy has done something for and you SF what kind of 


a builder he and he says '$h he isaa Shyster, I wouldn't 
) 


H-451 - 2 oe 13, 1973 

4.15 - i, 20 p.m. 
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(Mr. Candy) 

touch him. He never gets on the ne He's never there and 

zr on. a co to somebody else ee has a good reputation 

tage is going to do a good job, sob is going to come back 

and do things afterwards. You are willing to pay money 

to get that % guy because you know you are going to have 

fewer problems and you are going to have a much better 

job-and this happens over and a over again where people 

have gone to people. 

Now I'm not saying as, and I don't want the 
press to put anything out that I said that Yolles and 
Rotenberg were MAY AROFE AO don't put that in there. I'm 
not saying that. But I'm just qeamdeiemetk pointing out 
that ggg there are no giveaways-= you get what you pay for. 

And I think when you go through this thing and 
when you go through this agreement of this thing diceamindemb 
I hope you will agree with us that we are convinced that 
we've got a darned good deal with Canada Square @ame I think 
that this is the judgement you've got to make in the mag@ end 
as to who you are going to go with. 

Mr. Allan: Mr. Chairman, I am just wondering 
if Mr. Candy would engage someone purely on his word that he 
would do a good job on his house. 

Mr. Shibley : aa ADS So ae 

Mr, Allan: You know, 1 think he would have a few 
requirements, a few specifications or something. 

Mr . Candy: Well, let me answer that one. Before 
we engage] somebody we did have an agreement that thick, 
which tied this thing down. We didn't hire this man without 
an agreement. We had this thing tied Surin we wae went 
through that negotiating stage. 

Mr, Shibley: Mr, Candy, you didn't know Canada Square 


until you were introduced to them by Mr. Brookgs or through 


Mr. Brookgs' office, isn't that so? 
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Mr. Candy: That's right. As I said, the only 
person I kaew before that was Don Smith. I never knew 
Yolles and Rotenberg. r\never met Mr. Tatham in my life. 

Mr. Shibley: You did know Don Smith? 

Mr. Candy: Yes. 

Mr. Shibley: And he had an excellent reputation 
with you for doing a good job? 

Mr. Candy: As a contractor. 

Mr. Shibley: And being a responsible poduswatos’ 

Mr. Candy: That's right. As a contractor. 

But not as a developer. 

Mr. Shibley: But you <tivgeieteemee weren't 
working on the basis of experience with Canada Squaref, 

iaurmtem You were 

MuxxfandyxxxWexnexra/working on the basis of the 
experience of the OISE people with Canada Square. 

Mr. Candy: Well, I was working on the basis of 
quite a number of things. I was impressed with Canada 
Square. I was impressed with their knowledge. I was 
impressed with their organization. And I was impressed 
with their enthusiasm minatemteneie I just honestly 
thought that what I was doing was getting the best possible 


deal we could get for ai deci that was what I was out 


to get. 
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Mr. Shibley: Returning to your memorandum of February 1, 
aoTe, again, on page 10, at the top of the page you make refelpice 
to; 

"Rent per square foottper year, for higher 
wlass of building, as sublitted by Canada Square Corporation, $4.92." 
And you break out the cost that would be added to that figure. 
Then you go on and reference the submissinn by Canada square F the 
set of design drawings. Did you intend by the content of page 10 
of that memorandum which is really a summatinn of it, to communicate 
to Mr. Gathercole the indication that you were favouring Canada 
Square as among these four submissions? 


Mr. Candy: Not really. I've got to admit it looks that 





waY But what I was really trying to say in that thing was that 
I was trying to relate the $34 to the $26. And that is the 
reason tm I had Ellis-Don in, to find out what he had in $26. 


Mr. Shibley: I notice that there is no figure per square 





foot of building for either Y and R or Horizong, 


Mr. Candy: That's right. We didn't have it at that time. 





Mr. Shibley: Again, that is gms what I find requires some 





explanation, Mr. Cangdy. How could you presume to make the report 
of February 1, and particularly that portion of it set out on 
page 10, without the particulars yet to be received, that I have 
mentioned, plus the particulars of the cost per square foot? 


MR. Candy: I never had any intentiong that that was final 





by any means. This was a report as to what I had received. 


Mr. Shibley: And yet, Mr. Candy, on February 26, there 





was a communication that there was no purpose in a follow_up 
meeting with Mr. Smith because the matter was in the chairman's 


hands. That's February 17. 
McCallum: 


m4 Mr -\ Saga Whos e letter is that? 


Mr. Bullbrook: It is Mr. Sjepememeex Sissons' memo. 





Mr. Shibley: Exhibit 59, which is a letter from 
SEIT 


da dat d February 17, on which is endorsed a 
Smith to Gordon e eae tf S| 
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memorandum of Sissons: 


"There is nothing to be gained by a Meet ANG, —amme 





the matter is in the Chairman's hands". 

Mr. Candy: ene Of course, I had been talking to 
Mr. Sigsons. Mr. Sissons was sent a copy of my memorandum to 
the chairman, by the chairman. He knew what we were doing. And 
I think that in all good faith Mr. Sissons felt that we had the 
information that we required. 


Mr. Shibley: And yet you didn't have the information, © 





did you? 


Mr. Candy: You mean from Ellis-Don? | 


‘Onsen ESTA AIS 





MR. Shibley: From ail four! 





Mr. Candy: Not from all four. But he is referring here 


oe 





particularly to Ellis-Don, don't you think? 


Mr. Shibley: Oh I see, 


SS 





Mr. Candy: He is just writing to Mr. Bay ley poy 
 encanesreeem You felt 
Mr. Shibley :/You had all that you needed from Ellis-Don? 


Mr. Candy: Yes. 





Mr. Shibley: You had a meeting with the chairman on 
—— mec 
the 25th of January, Mr. Candy. What was the subject of that meeti 


Mr. Candy: I think the subject of that meeting was just 





to tell him that I had these things and that I would be putting 
it together and sending him a report on it. 
Mr. Shibley: Nothing more? 





Mr. Candy: No. 





Mr. Shibley: What did he have to say to you? 





Mr, @andy: Nothing very much. He just said all right! 
} 





I just wanted to report to him that I had these proposals and that 
I would be doing that And I think we discussed weatecewue would 
send them to him or nots I think he said I should send them to hil 


Mr. Renwick: Mr. Chairman, could Mr. Shibley tell me 





whether we have any indication of the date that the memorandum 
of February ist from Mr. Candy to Mr. Gathercole was actually 

. 
received by Mr.Gathercole? It is dated February 1 in my copy, but 


I don't have any indication when the chairman did receive it. 





GUsiG woe i 
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Mr. Shibley: We haven't, Mr. Renwick. I'll ask the 





witness. When you prepared this memorandum of February 1L—first of 
all, would it havebeen prepared as of that date? 


Mr.Candy: Yes. 





Mr. Shibley: And would you then have it delivered to 
the chairman's office? 


Mr.Candy: No, I would mail it. 





Mr. Shibley: You'd mail it? 

Se eertre ‘ 2 

Mr. Candy: Yes. That is, through our interoffice mail. 

eam Tn) would ) A 

Mr. Shibley: When/he, in the normal course of your mailing 
process, receive itT? 


Mr. Candy: He'd either get it the same day or the next 





morning. Probably the same day. 


Mr. Shibley: When you say ceatieey do you mean using the 


A a 


mails or do you have an internal, 
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Mr. Candy: Oh no, inter-oéffice nati thel's all. 

Mr. Shibley: It would be delivered over. 

Mr. Candy: Yes, it is picked up all the time. 

Mr. Shibley: Did he respond to this memorandum in 
any way? 

Mr. Candy: Not that I recall, 

Mr. Shibley: Not in writing nor by calling you or 
discussing it or issuing any instruction? 

Mr. Candy: No, not that I recall. 

Mr. Renwick: Could I ask one other question in 
connection with that, Mr. Chairman? 

Mr, Candy, did you have discussions—— well, to whom 
did you send copies of this memorandum? 

Mr. Candy: I didn't send copies to anybody. 

Mr. Renwick: Nobody? 

Mr, Candy: No. I left the chairman to distribute 
the copies, 

Mr .Renwick: And do you recall during the month of 
February attending any meeting or having any discussiong with 


the chairman or with anybody else about this memorandum? 


Mr. Candy No, 
Mr. Renwick: And this memorandum is basically all 


your work? 


Mr, Candy: That is wkeark right. 


ee 


Mr, Renwick: Thank yau. 
Mr. Shibley: Then the only other thing about that 


Bm memorandum, Mr. Candy, is that there is no suggestion of any 


pro-rating in that memo? 


nn 
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Mr. Candy; That is correct, This pro-rating 
is not my idea, a is Frank Mink's. 

Mr, Shibley:# So we finally found out whose idea 
it was/ All right. 

Mr. Candy: He was down the other day and I confirmed 
it with him. He said, "That was my idea, Bon't worry about it". 
And he still thinks it's a good one. 

Mr. Shibley: Sqfhen, Mr. Candy, on March 9 you 
met with Mr, YORG, RCCOTCLNE to your diary? 

Mr. Candy: Yes. 

Mr. Shibley: What was the purpose of that meeting? 

Mr. Candy: I gymkt think to get started I had 
been in touch with Mr. Nastich and he had assigned Frank Mink 
and Dean to work on this information and that 18 ‘+ matmmdupendeesieeee 
when I started to pate the information to them so they 
could start analyging LG. I think this was part of the process 
of wrens Wega these documents. 

Mr. Shibley: I am sorry, did you give Mink your 
memo of February 1 to the chairman? 

Mr. Candy: Oh, I couldn't tell you that now , 
but Mink had everything I had. 

Mr . Shibley: Did you give him any history of dealing 
with the four developers? Between you and they? 

Mr, Candy: Ngy I am sure I did, Because (gustan. 
Frank Mink and I had a lot of discussions. That MEMOPANGUM 4 mee 
at least that report, the latter part or most of that report, 
jhe wrote to me one time and asked me to write a preamble to 

row AL 
the beginning of that thing and I have mPOS Ranson that he 
interjected jyhat in the report, but he wrote all the financial 


part of that report and sent me a copy, a draft, so he was 
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(Mr, Candy) 
quite well versed in the whole thing. 

Mr, Shibley: Isn't it a fact that on March 9th, 
Mr. Gathercole had memoed Mr. Sissons to prepare material 
for a commission meeting? 

Mr, Candy: On March 9th? 

Mr. Shibley: Yes. 

Mr, Renwick: More important 4@Mdidi than that, Mr. 
Shibley, this the submission to the Premier and other 
members of the Cabinet, exhibit 34. 

Mr, Shibley: Exhibit 34. 

Mr. McCallum: ea piyou have exhibit 34, Mr. 
Shibley? 

Mr. Shibley: Notice the reference in paragraph 
two, Mr. Candy. "I should like to make a submission to 
the Premier and otherg members of the Cabinet early in 
April." And it fm is notable that that memorandum is 
also dated March 9th, 80 that on the day you met with Dean, 
the chairman had also issued a memorandum that he was looking 
for a submission to make to the Premier andg other members 
of the Cabinet early in April. 

Mr, Candy: I don't know. I suspect that this has 
to do with the production of that April 10th report, as 
far as I know, 

Mr, Shibley: The point I am driving at, Mr. Candy, 
is that yg you met with Dean for the first time on @igbéd 
March 9th to 


H 454 - 1 follows 


es 





(ae see Sadist) 

Yet benl thebeats the fist. —$ime—ondigeeheafenge cet his assistance 
in an evaluation on an economic basis of these proposals. Isn't 
that so? 

Mr. Candy: Well, that's all I have in my diary. Whether 
I met Frank Mink before that or not I don't know. 

Mr. Shibley: You will notice Exhibit 34 also makes 
reference to that,# "Thanks Henry"-on the bottom —."K. Candy has 
asked us to help evaluate on economic basis" 

So, on March 9, being the day you met with Mr. Dean, 
the chairman has called for a submission to be prepared and indica- 
tions are you're asking for help to evaluate on an economic basis4 
and, in fact, you're meeting with Mr. Dean on that date. Is that 
correct? Mr. Candy: Yes, that's all there, that's right. 

Mr. Shibley: Now, do I take it that in the interval 
following February 1, 1971 to March 9, so far as Ellis - Don were 
concerned the ancillary information you ggg garnered from them was 
that of February 2 Se have just reviewed. Is that correct? 
And no other? 


Mr, Candy: There is no other letter from Ellis-Don 





between those dates; that's right. 


follow-up 
Mr. Shibley : None other than asking for a eed 
meeting, and there is no point in an answer. That's right isn't it? 


Mr. Candy: Well, it looks right by this. 

Mr. Shibley: And was there any follow-up with Horizon 
giving us any further information from them, between these dates2z, 
just up to March 9. 


Mr. Candy: I would say "no" with Horizon. 





ark 
Mr. Shibley: Was there any follow-up with Yolles iggy 
Rotenberg yx#@ up to March 9? 


Mr. Candy: Well, Yolles and Rotenberg of course was 


eel 


February 7, but | ypiuipe~etecinameee remember Mr. Tatham being in the 


office when I showed him the specifications. That's where he read 
these specifications over that I had. I don't anal i at kind of 
a loss to fill in the gap Serna ale whether I had been working with 


V 


Mink in that time or not I don't really recall. 
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Mr. Shibley: Mr. Candy, to assist you, I have examine 
the notes of your diary, and it appears that in addition to your 
meeting with Dean on March 9 , ‘eae you met with Mr. Nastich on Mare 
13, with Mr. Mink on March 24, and then again with Mr. Nastich on 
March 28, the latter being an entry in his diary, I might say, not 
yours. 

Mr. Candy: I see. 

Mr. ~ a: So Mgr it appears that through the mont 
of March you were Recah inte with Messrs. Mink and Nastich, twice 
with each. Is that correct? 

Mr, Candy: Yes, I would mm say so. 

Mr. Shibley: Well, what were you discussing with them 

Mr. Candy: Well, the examination of these proposals, 


A 77 
ifs 


Phat Was al], <ipese=gertmescemeamaety here is nothing else insofar as 





Hydro that I know of that I would be talking to them about then; 
@emi it must have been with these proposals. 

Mr. Shibley: Well, I refer youjMr. Candy,to Exhibit 63 
dated March 23, 1972. This is a memo from Nastich to Mink. ra 


hig 


is the one where he says “uaF case must not only be solid but 


3 
capable of being explained in simple terms.%,,®If this is not done, 
and public scrutiny does find that some part of our reasoning is net 
fully substantiated, the whole project becomes (and rightly so) | 
suspect.*,, 4I recommend that our substantiate report cover 
all relevant aspects and be looked upon in the same light as a 

lawyer's brief. I have asked Dean and Mink to meet with Candy to 
develop a report outline which meets the above objectives." | 


Now, I gather the report that he sort of had in mind 


ultimately found its form in the report of April 10. Isn't that : 


Mr. Candy: That's quite possible - I don't think so. : 


RR eR SEEN NERO 





could be examined_ 
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had then he outlined certain things that could be examined 





=. 
into. Then similarly exhibit 64 on March 27th, Mink to Candy , 


Ke talks about the text \G8documentation for inclusion in the 
report and that he would forward a preliminary draft asd |He 
talked of providing a more comprehensive picture of the 
submissions made by the various suppliers. H"éohia you please 
obtainna the following". Now at this point in time, Mr. 
Candy, is Mr. Mink working on the submissions of the four 
developers submitted to you on or before January 24, 1972? 
Mr. Candy: Oh yes, definitely. 
Mr. Shibley: Yes, and nothing more from that. Is 
that right? 
Mr. Candy: Yes. 
Mr, Shibley: So that as late as March 27 there has 
been fin follow-up on what was intended to ve Ene preiiminary 
submissions of these four developers. Isn't that so? 
Mr. Candy: Weds I fivhd that hard to believe. 
If Mink walks into my office I have no. record of this. I have 
no record really of what my-».I can remember spending quite a 
bit of time with Mink but I don't think these things +-—+--- 
Mr. Shibley: Mr. Candy, I am putting the que “stion to 
you on the basis of my own examination of your diary entries 
and those of Mra. Nastich and of other people ; I haven't got 
everybody's diary entries yet, I put it to you that as late as 
March 27, two weeks before the April 10th submission, there 
really was no follow-tplith any of the developers. Isn't that so? 
Mr. Candy: What date was came =? 
Mr Shibley: I will give you a rurm™down of the 
attendénces that I have noted including supplementary ones I 
have endorsed on a chronology here. On January 25th you met 
| with the chairman; on February 1 you met with Don Smith of 


Ellis-Don; on February 7, you met with Uiska of Yolles and 


( 
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Rotenberg,.that was referable to their second submission; 
on March 9 you met with Deang ; on Mareh 13 you met with 
Nastéch; on March 24 you met with Mink and on March 28th 
you met with Nastich again. 

There Seno follow-up with anyone. And on March 30 J 7 
you met with Mr. Moog - I will be coming to that meeting in a 
second. But in fact right down to March 27, which is the 
date I am down to now, you still hadn't done any follow-up 
on submissions that you characterized as being intended to be 
preliminary in nature only. Isn't that so? 

Mr. Candy: I don't know, {t appears so there but 
I think that +-—«.—- 

Mr, Shibley: I am still trying with Mr. er ae find 
out how this decision was finally going to be made, Mr. Candy. 
By March 27th you hadn't followed up in term 5 of filling out 
your information or going back to these devfopers and pp Res 
Here is more information referable to the building, here are 
plans, specifications, or anything else as of that late date. 

Mr. Candy: Oh I had been back  to~n.§omewhere in there 
I had been back to Tatham; I had been to Ellis-Don with that 
spec, I had been to Tatham, and I wrote-— you saw the letter 
there -— to Canada Squares and @m April 7th, I guess, was when 
I went back to Horizon. 

Mr. Shibley: We will get to April in a moment. The 
only letter of communication, Mr. Candy, of the written 
specifications was the one I produced, namely, your letter to 
Canada Square enclosing them. Did you similarly write to the 
other developers in Febraary? 

Mr. Candy: No, because I had seen Ellis-Don and I 
had seen Tatham. 

Mr. Shibley: Ahd you just handed them the writtene 


submissions? 
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Mr. Candy: That's right. 

Mr. Shibley: And those really didn't add 
anything to what they'd been told ee uneaieX 

Mr. Candy: That's right. They assured me that 
they had included everything that was in that. Now, why I did 
not go to Horizon until April 7, I really haven't got an answer 
to that. I'm not sure. 

Mr. Shibley: Well now, then you met with Mr. 
Moog on March 30, and I remind, that you've now had four meetings 
with financial people in your organization. 

Mr. Candy: Yes. 

Mr. Shibley: Did your meeting with Mr. Moog on 
March 30 have anything to do with the information to be contained 
in the report that was now forming up, and which ultimately became 
the report of April 10? 

Mr. Candy: No, I'm sure it didn't. Somewhere 
along the line there is when I found out... and I don't know if 
it was at that meeting, that his $4.92 was a fixed rate regardless 
of the change in interest rates. But I have an idea that that was 
later than that. I'm sure that that report ne if you have<,.... 

Mr. Chairman: While you're looking for that, Mr. 


Candy, we'll take a ten.minute recess, 


The committee took recess for 10 minutes. 
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(Mr. Chairman) 

Mr, Chairman: Ladies and gentlemen, I call the 
meeting to order, Mr. Shibley. 

Myr. Shibley: Mr. Candy, I had reached a point 





of asking you about a meeting on the 30th of March, 1972, 
with Mr. Moog in his office, aguk I want to know what was 
the purpose of that particular meeting. Do you have any 


menory 46@g¢=Mapweee of what transpired! 





Mr. Candy: I don’t have any memory of what 
7 TES 


transpired at that meeting. 
Mr. Shibley: Well, did it have to do with any 





of g#the information required by the financial people with 
whom you had been meeting throughout March of 1972? 
Mr. Candy: What is the date of the letter that 





I got back from Mr. Moog? Isn't there a letter @@@ from 
Mr. Moog in reply to my letter to him? 
Mr, McCallum: Do you have both 64 and 65 there? 
tants b— 





Zo) 22 fh. Le he Arbiallnliniaiaetion(), af 


Mr. Bullbrook: Do you want toyvg 


Pen arn are aati: Jive, EP con 






Mr. tac No, I think he pire i pi both. 


T 7 
“one but @alafeke think ntaus thgy one 





A] 


ne te 29 Se FR 
ie Ma, me irman: Is it ‘something that is already in 


as an sdiicte lide dae McCallum? 
Mr, McCallum: Yes, 64 and 65. He has 64 in front 
of him but doesn't seem to have 65, 
Mr, Chairman: baat can soon rectify that, I think. 
Mr. McCallum: 65 is a memo for filep. | 


etcenacae seeniansemmniatenicamniaienlaedattaiaiahadih tain 
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Mr. Mr. Chairman: Is that what you are looking for, 
Mr. Candy? 

Mr. Candy: Oh yes. RB Thank you. I guess 
that memorandum is the answer to your question. 

Mr. Shibley: So what you did was compile@ financial 
eongeakes, « required g by the financial staff at fy gupedn 
poratedyin a memorandum of March 30, being the san Spout Had 
your meeting with Mr. Moog, and , I presume ultimately incor- 
porated in the memorandum of April Oa aoe was intended 
for the Premier and the Cabinet? Is that correct? 

Mr. Candy: Yes. Yess. 

Mr. Shibley: All of this effort throughout March 
of 1972 was tg product of the directive of the chairman 
that he wanted a submission compiled which was to be submitted 
to the Premier and Cabinet I eg said within the next 
month. 

Mr. Renwick: Early in April. 

Mr. Shibley: EArly in April. Wmekixx 

Mr. Candy: Well, yes. I am not familiar with that. 
The only thing I know is that waam-chaolaf beforehe left 
for Japan, he had the mmm report of April 10 and I discussed 
that with him before he left. 

Mr. Shibley: Mr. vanes did you discuss anything 
further with Mr. Moog at your meeting of March 30,in terms 
of the content to kigxkm be included in the April 10 memo- 


randum? 
Mr. Candy: I would say not. I never discussed 
with any other developer or anyone .=--.I n@ver discussed any 


other developerdwith a partifilar developer at any time. 
Mr. Shibley: I am producing to you a menorandum | 
which is undated styled "Proposed Consolidation of Ontario 
Hydro Space Requirements" and ask whether you have ever 
seen this document and if you can assist us to identify 


the person who compiled it. 
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oH, 
Mr. R.G. Hodgson: Would this be 154? 
Mr. Shibley: Hold on a minute . 
Mr. Candy: I don't recall having seen this. 
Mr Shibley: I am told that the original of this 
document has or OHe-4ipper, on one upper corner of it the 
words-and it doesn’t come through even on my copy~!'Draft. 


March 28, 1972, JAB". Have your people within Hydro yet 


tdentied who JAB’ 1s? 
N : Bradshaw 
Mr. Candy: Yes. JAB is Jim BER (who is the 


PF, wl-o 


) ieee 


at 
lawyer for Canada Square, and the next initials Se “KRC 
is K.R. Cooper. 
pale 
Mr. Shibley: is the 4.55? 
Mr. Candy: Architect. 





Mr. Shibley: For Canada Square? 





Mr. Candy: Yes. That's correct. 





Mr. Shibley: Have you ascertained that this document 


wa was drafted by these gentlemen? 


Nl Wir ay 
Mr. Candy: Well in the light of thisjy we looked 


Wake Ww inti 
at this the other night and we ‘trying to cro Seats 


that's my understanding. 
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I take it that Hydro received this document Lis about March 


28, 1972. Is that correct? 

Mr. Candy: I don't really nen ee: Shibley. 

Mr. Shibley: Do you know the circumstances surrounding 
the creation of this document? 

Mr. Candy: No. I can't my say I do. 

Mr. Shibley: Do you appreciate that certain portions of 
this document ——I am talking now in m terms of content rather 
than precise wording ——bears a similarity to content in your 
report with Mr. Mink of April 10? 

Mr. Candy: What is the date of this document again? 

Mr. Shibley: March 28, 1972. 

Mr. Candy: March 28. Well, the information that J 
submitted to Mr. Mink—I think you sax haveythere m= 

Mr. iatusey : It was on some of the originals. 

Mr. Shibley: I beg your venom, Mis Candy? 


Mr. Candy: The information that Mr. Mink asked me for 





that I supplied to him to put in the report of April 10, I think 
is dated March ses saialiha itt No, April 4. April 4 is my 
memoraadum to Mr. Mink. 

Mr. Shibley: What I really wabbas to know, Mr. Candy, is 
in the course of your meeting with Mr. Moog on March 30, did you 
abe him to arrange for this document marked.==. that can't be, it ig 
Eta you ‘at any time d& during the month of March request that 
Canada Square compile a statement in the form of the document which 
is now recorded intexeeehem and to assist in the compilation of 
the report which was ultimately made? 

Mr. Candy: No, No, Wig nae would say definitely not. 


Mr. Shibley: When did you receive this document? 


cy 





I know it says ‘draft, Mareh 28.' Did you receive it on March 302 
when you visited Mr. Moog? 

Mr. Candy: Have we established yet that I received it? 

Mr. Shibley: Well, it is in Hydro's possession and it was 


LSS 
produced out of your peawiegy ike I take it that it was delivered to 
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you. Can we accept that as a circumstance, Mr, McCallum? 
Mr. McCallum: Yes) you can. I don't know how it got thers 


but it was found in Mr. Candy's file, this document. 

Mr. Shibley: And it is marked-— the og te I take hs 
Mr. niles tehaess puke marked "draft, March 28, 19725 agi"? 

Mr. McCallum: Yes Sir, you are correct. 

Mr. Chairman: I don't think we have yet necessarily 
established sme that Mr. Candy te has seen it. 

Mr, Shibley: Mr. git ah is said to have been found in 
your file, Have you seen this document before? 

Mr. Candy: Well, I don't recognize eke. if it was 
in my file I guess it was there, But Ait looks Like @ acm 

Mr. Shibley: Would you look at the hand-written notes, 
appendiseto the typed portion of the document / Actuarry pa ee 
about mid-way into it. 

Mr. Candy: You mean this piece on the back here? 

Mr. Shibley: ts i he arez some hand-written notes on 
the sixth page and then some editing has gone og one Tarther 
hand-written notes at the very end. Do you recognize that 


hand-writing? 
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g Mr Candy: Mmm No, I don't, fhat is not my writing. 


Mr. DKans: ARe you talking about this one here? 
Mr. Shibley: Yes. 


Mr. Candy: That is not my writing Mr. Shibley. 


) 
Mr. Shibley: All right. Maybe we will have to ask 





S 
Mr. Bradhaw or Mr. Cooper about the documents, but at the moment 


I am interested in knowing the circumstances surrounding the 


Canada Square’ 
delivery to Hydro of a document prepared by aio? 


and architect, drafted on March 28 th , ie Oar a 
a 





CL.LA ( te, 
Mr. Candy: I would be et prepared to say that 


that had nothing to do with my April 10 renort, the még! stuff I 
wrote on that. I think this, if it came, was in my Piles y as some 
kind of a promotional scheme by Canada Square. 

Mr. Shibley: I see, 

ean 

Mr. Candy: That is about all T om say about it. 

Mr. Shibley: Did Canada Square know that you were 
under instructions during the month of March +0 “Ghlatise Tenort 
which was ultimately the report of April 10? 

Mr. cana We Ter as I know. I don't know why I would 
ever tell them that. You can ask them that, but I wouldn't know 
why they would know that. 

Mr. Shibley: You will agree with me that this 

PECause | 


memorandum was prepared expressly for your PUPPOSE satel 


starts off, "Although Ontario Hydro is actively engaged in the 


We 


“Gas June 13, 19 
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B.A 





ane Saiasbalaadersyre)- 


construction field..." ete. Would you agree with me thatit is 
clearly designed for your eyes, so to speak? 

Mr. Candy: It certainly looks like it. It is 

iit ieeetnenteeneennintetenne nanan 
designed for Hydro, yes. 

Mr. Shibley: You don't have any knowledge or information 
@ to assist us in = 


Mr. Candy: No, I don't have any knowledge as to why 





it was written. 

Mr. Shibley: The reason wm I elected to ask you about 
it, Mr. Candy, is that I had understood previously it was found in 
your fileg, and I would have thought you would be the one who would 
know. ea | 

Mr. Candy: No, quite honestly, I don't know. If they ; 
say it was found in my Sway idiled it was in my files that is all 
I can say. ; 

Mr. Shibley: Then, your next attendance, in your diary, 
Mr. Candy, is one on April Se, on which day you had a meeting with : 
Mr. Mink again. Is that right? So the sequence, to this point, 
following receipt of these preliminary submissions is, throughout q 
March you had a series of four meetings with en ee 
aia Nastich and Mink. You met then with Mr. Moog on 
the 30th, you compiled a memorandum on that date referable to certad@ 
data you received fmmefrom him, and then you had a meeting with 
Mr. Mink on April 5. Is that correct? 


Mr. Candy: If that is what it says there. I haven't 





wot It heré, DUP Tu, 


Mf. Shibley: I am looking at my own chronology, Mr. 





ste Pp 
Candy. Wasn't that the next gag taken? 


Mr. Candy: Yes, because =<=,I don't know whether or not 


SE a TEEN CH 


you have this draft of April 4th of Frank Mink's. 


Mr. Shibley: I am not sure I have either, Mr. Candy. | 
q 


Mr. Candy: This is what Frank Mink wrote and this is : 
rs 








what we used at the meeting with Mr. Tatham and Horizon on April 742 









ot ae 1s) 1973 
' 5.10-5.15p.m. 
ee wae NEES Baa 


to fill in the missing information. 

Mr. Shibley: So» the sequence, then was one of 
your meetings with the financial people through March, a meeting 
with Mr. Moog on March 308m, a memo of yours to Mr. Mink on 


March 30ta, a draft by Mr. Mink on April tj ,_, 
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Nae. Candy: April 4, 
m4 and a 
Mr. Shibley? eetink between you and Mr. Mink 


on April 5. Was that to review the draft? 


‘Mr. Candy: I imagine it was, becu@jse I notice 
1s) 


A 
"lease-back" to "lease-purchase". 


in this draft I've done a bit,editing in here and kept changing 

Mr, Shibley: Yes. Now, up to April 5, on which 
date the draft of the April 10 memorandum was compiled, you had 
not gone wm back to Mr. Zwig of Horizon. Isn't that so? 

Mr. Candy: Up till April 5? 

Mr. Shibley: Yes. 

Mr, Candy: Yes, I think that's right. 

Mr. Shibley: Neither had you gone back to Yolle 
and ®#Rotenberg yet? 

Mr. Candy: Well, I don't know about that. I 
think when Mr. Tatham us in here you could ask him, but Mr. il 
Mr. Shibley: You met with Mr. Tatham on April ! 
Mr. Candy. 

Mr. Candy: Yes, we met with him on April 7. | 

Mr. Shibley: So that as of the date you were 
drafting your material for the April 10 memorandum You had not 
yet followed through with either Horizon nor with Yolles and 
Rotenberg, and you'd stopped communicating with Ellis-Don in 
February. Isn't that so? 

Mr. Candy: That's what appears from the records. 
Now, whether.-,and I'm not hiding behind a telephone.-, but whether 
I talked to them on the phone or not, I don't know. I know that | 
any time I wanted to get in touch with Ellis-Don, I never phoned 
London, I phoned his Toronto office haat he would call me. But r= 


IN 
Mr. Shibley: Mr. Candy, I just want to interrupt 





1 
you for a moment. You're in the throes of fulfilling a directive 
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(Mr. Shibley) 

from the chairman, on March 9, to prepare a submission that's 
going to the Premier and to cabinet. Now, this has become a 
very intense avercise on that account, has it not? 

Mr. Candy: Yes. 

Mr. Shibley: Yes. Your financial people are 
working very hard on this now, very intensely. 

Mr. Candy: Yes. 

Mr. Shibley: So are you. Isn't that so? 

Mr. Candy: That's right. 

Mr. Shibley: To the extent that you were compiling 
the memorandum of April 10, the attendances of March, therefore, 
would be very significant, wouldn't they? 

Mr. Candy: You mean the meetings in March with 
the financial people? 

Mr. Shibley: With anyone. 

Mr, Candy: Yes, I would think so. 

Mr. Shibley: And the absence of meetings with 
others might be also significant. Would you agree with me as to 
that? 

Mr. Candy: Well, when you say significant, this 
is a j=, I think that in the memorandum from Mr. Mink to me, pointing 
out the information that was missing, having received that I did 
something about it. I think that, as I say, this whole draft that's 
here, which is Mr. Mink's part of this thing, is all the financial 
Q@emek analysis of this situation. You can't find that up there? 

Mr. Shibley: No, I haven't the draft and I'd be 
very interested to have a copy of it, Mr. Candy. 

Mr, Candy: Yes, fine. We'll let you have one. 

I don't know, I think that during that month of March I was 
depending a lot on the financial people in making their analysis. 
And then I hear from Mr. Mink that he wants some information, so 


I do something about it. 
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Mr. Shibley: But the only party that you 
attended upon before his first draft of Mare ==-eemge 
April Sg was Mr. Moog. And the only developer respecting whom 
you provided information by memorandum to Mr. Mink, prior to 
that draft, was relative to Canada Square. 

Mr. Candy: Yes. Now, the memorandum that I 
sent relative to Canada Square, which is this memorandum of 
March 30, as a result of a idabena there, now that's quite 
coincident with the meeting with Horizgon and Y and R, which 
both Mr. Mink and I attended to -ge:iesutne--cemenesenienteemnecinermesstiS 
fill in the information. So that, this is in a memorandum to 


Mr. Mink. This is in this report here which Mr. Mink had sent 


me, which has the missing information which has been filled in, 


in pencil as a result of our discussions with both Horizon and 


Tape H 462 follows 
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discussions with both Horizon.and Y&R, I was checking this to 
see-— and this you can take my word for—it as exactly the a way 
it was before. There's been no change in it. ¢ But it was taex 
through that that Mr. Mink then, and I, completed the report of 
April 10. 

Mr. Shibley: Just going back again to the draft memo 
of March 28 compiled by Mr. Bradshaw and Mr. Cooper, was it 
coincidental, or was it relevant, that this memo was received 
in your hands on or about the time of the compilation of the 
memorandum of April 10? 

Mr. Candy: I really think it's coincidental. I can't 
imagine asking them to prepare information that I'm going to 
put in a report. This report that I have written; I think it's 
pretty hard to relate with what is said in there, 

Mr. Shibley: Mr. Chairman, we I'll be calling Mr. 





\ the to be 
Bradshaw in any event but We xouxke document ¥@e made an 
exhibit at this sats | been referred to at length, 

Mr. Chairman: Mr. McCallum, I gather you're quite 
content that this should go in as an exhibit. 

Mr. McCallum: Yes, sir. 

Mr. Chairman: Exhibit number 154. 

Mr. Shibley: The n, to completetthe Bee picture with 
respect to the April 10 eee es submission, you did get together, 
you said, on April 7 with Mr. Tatham of Y&R. 

Mr. Candy: Yes. 

Mr, Shibley: What was discussed between you on that 
date? 

Mr. Candy: In here we have indicated their capital 
cost of the building, waien is indicated here in this copy that 
I have here. It had been printed out but what#I've added was 
added in pencil on this to fill in the missing information. 

Mr. Shibley:S)jJhen we get that deam draft it will indicate 





the 
\khaf supplementary information received from Yolles and Rotenberg 
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on the 7th? 

Mr. Candy: That is correct. That's rightwand tam Horiz 

supplementary 

Mr. Shibley: And similarly, the ROMA ALMERLARY informati 
from Horizon? 

Mr. Candy: That's correct. 

Mr. Shibley : Was there any supplementary data elicited 
from or, in any Way y obtained from Ellis-Don? 

Mr. Candy: No, wm Ellis-Don, we had all the informati 
through here. 

Mr, Shibley: Mr. Candy, was the situation as at the 
time of the April 10 memorandum this, that the proposals of 
tama January of the four developers, which were originally 
intended to be preliminary in nature, had,subject only to the 
supplementary data you were receiving within days of the prepara 
of the final report, become really the final peapxs proposals 
of those developers? 

Mr, Candy: This is what we based ee ieee | 
our final decision on, plus the Jmmmm judgement that we made of 
these particular Bam people. 

Mr. Shibley: That's what Mr. Allan and other members of 
the committee want to know; On what! hones aid you make your 
decision’ ays, I take it then that the decision was now to be 
made on the basis of the proposals submitted in January, 
supplemented by the information you obtained in early April, 
just before the report was compiled. Is that so? 

Mr. Candy: Yes, it was based on what we had wahexgak 
gathered and what we knew of these developers. 

Mr. Shibley: What you fatnerea? voul\#atnered nothing 
external to your own financial department. Is that not so? A 

Mr. Candy: We had gathered more information here on 
April 4th @f March 30th. 

Mr, Shibley: That's what I said. I predicated my 





question on that. 


Mr. Candy: Yes. 


resem eraser ar eenoNE 
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from the developers was that which you obtained in early April... 


fhe only supplementary input from them. Is that correct? 


(Tape H-463 follows) 


June 13/73 
5.25. = 5.30 p.m. i 
Ribens 


H-463 - 1 





Mr. CAndy: Well, except what I gained from Ellis- 
Sg RS PEI ILLITE SEAT 
Don on February 2, that information. 


Mr. Shibley: Yes, yes. And the second submission 
AMET STUNT CED and 
of February 7 by YollesfRotenberg. 
and 
Mr. Candy: Yolles#jeaRotenberg. 
 mmneil 


Mr. Shibley: Yes. So what had been intended to 





be preliminary proposals really became the final proposal,’ 


Mr. CAndy: Well, they became the vehicle for 


eee 


deciding who we would negotiate with. 


MR. Shibley: That's what I mean. They became 
r 


the vehicle for deciding: 


Mr. CAndy: Yes. 


———— nial 


Mr. SHibley: And you never did submit to them 


alae ieee 


anything more specific in terms of plans, drawings, specificat: 








than they had been given prior to the submission of those 
preliminary ereoosale’ 
Mr .cCAndy: NO. 


eee 


Mr. Shibley: Isn't that so? 


————— memeeemmemantd 

Mr. CAndy: Prior to the submission? 

Mr. SHibley: s@ithose preliminaries%> 
a meatnniemimenitemand 


Mr.Candy: WE11, after the submission we did submit — 


—— aed 
to them the printed document of the abSemé- 
have 


Mr. Shibley: But you/said repeatedly that they 


added nothing to what you'd already told them Venueviy 
Mr. Candy: Yes, well, that's right, fhey assured 
me that what was in that they had included, That was cprrect, 
Mr. Shibley: So that the committee understands it, 
those proposals were predicated gagigi? upon verbal specification 
when you submitted the same specifications in written form, 
¥they really added nothing to what had been verbally communiéa 


Mr. CAndy: That's right. 





to . 
Mr. Shibley: jesy and at no time, down/the preparation 
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(Mr. SHibley) 
of the April 10 memorandum intended for the B Cabinet, was 


there any further specification distributed or communicated 


THE 
to jerdevelopers, isn't that so? 


Mr .CAndy: Yes, I would say so. 

Mr. Shibley: NOw, on April 10, Mr. CAndy, which 
is the date of the final report, and in which report you 
made your recommendations, you and Mr. Mink jointly made 


bom 
a recommendation ix faa —e fs mbeetimene . . 


Mr. Candy: Yes. 
t—~ in favour * 
Mr. Shibley: af of Canada Square! 








Mr. CAndy: NO, not really. We said Horizon or 





Canada Sqaare in that report, was our recommendation. 
Oh, 
Mr. saad eh A All right. Was your mind still 





open on that date as to which of the two developers you 
were going to choose from? 

MR. CAndy: I would think so at that date. I 
thought that in that report, you'll notice in there we 
mentioned about the drawings from Canada Square, asm@edect2aowgist 
we were even critical of ourselves, to some extent, and I 
thought it was a pretty comprehensive statement on the thing, 
ee IT don't think we said anything in that report we didn't 
mean. 

Mr. Shibley: On April 10 your diary indicates 


that you again visited Mr. Moog at his office. 
Mr. CAndy: On April 1§? 





Mr. Shibley: Yes. At 10 gm o'clock in the morning. 





Do you remember that visit? 


Mr. Candy: NO, I can't say I do. 


ee ELTON, 


Mr. Shibley: Did you have a draft of your April 10 





memorandum with you when you visited Mr. Moog that morning? 


Mr. CAndy: I never took a draft of my memorandum 





with me, and this April 10 report was printed by Mr. Mink, not 
by me, and theng he sent me a copy, and I doubt that I even 


had that on April 10 myself. 
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Mr. Shibley:You received the draft. of April 5 
from Mr. Mink, did you not? 
MR. Candy: Of April 4, yes. 
Mr. Shibley: April 4? 


MR. Candy: Yes. 
anneal 


Mr.Shibley: And you made your amendments or 
Se TELE 


suggest Sadat changes to it? 
Mr. CAndy: Yes. 


SS 


Mr. Shébley: And dam sent it back to him? 





Mr. CAndy: Yes. 


ee SEE 


Mr. Shibley: NOw, on April 10, did you receive 





Mr. Mink's further draft? 
_ Candy: 

Mr. : I would doubt it# because it is 
dated April 10; it had to be printed, and I didn't arrange 
any of the printing. He arranged all ag that, and then when 
it was finished, he distributed the copies, not I, and I 
would doubt very much that I had that. In fact, I pao 


Mr. Shibley: Mr. Candg, your diary also indicates 





that at 2 gM o'clock on April 10 you had a meeting with 
Mr. Mink. Was that referyable to the April 10 memorandum? 


Mr.CAndy: Boy, I don't know! 





Mr, Shibley: I beg your pardon? 


Se AT LST OA ET sry 


Mr. CAndy: I'm sorry, I just gp don't know. 





I don't know @ what that @ge was about. 
Well, again 
Mr. Shibley: /"r>candy, 1 want the committee to 





understand what you were doing on April 10, first in terms 
of your visit with Mr. Moog at 10g@M o'clock that morning 


Mr. CAndy: Yes. 





Mr.Shibley: loins) and secondly, with respect to the 
conference you had with Mr. Mink at 2g) o'clock that alia 
being,of course, of interest because on the same date, this 


report of April 10 was finalized, 
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Mr. Candy: I don't know, In the finalizing 
of the report  mypamaerpous my portion of that was dated 
April He which I sent to Mr. Mink or gave to ning wien 
he included as part of this and put it in where he thought 
it should be, em@ I think he split it up a little bit; 
added it to that, he arranged for ¢ printing esd I would 
doubt very much that that report dated April 10W—I mean, TlRink 
it would be Gm ated, he date it was sent to be printed, 
ees it nas got to be printed and bound amd What I was 
talking to Mr. Moog about on April 10, I* don't kmow. 
Mr. Shibley: Mr. Candy wouldn't it be the 
most normal thing to conclude that on April 10 a very 
prominent item in your thinking was @ the report that 
you were compiling on the directive of the chairman for 
the eyes of the Premier and the cabinet ¢ Wouldn't 
that be the most salient thing in your thinking that day? 
Mr, Candy: It is quite possible. We were not, 
as far as I was concerned aged this business of preparing 
it for the Premier and the cabinet, I was preparing it 
for the commission. This preparing it for the eb 
I nag no jurisdiction or controlzmmaex + I see in some 


memorandum here where it was asked to be 80¢ that it 
, Le sete Be 






could be presented to them, but 
Mr. Shibley: That was the chairman's memorandum 


to you at that time? 


4» where it was going ) 
Mr, candyrf- stron there 2 
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NN des 


As I say all I received was one copy, radan't even 


distribute it myself. 





Mr. Shibley: 
as towmat you were discussipa” with Mr. Moog that morning 
or Mr. Mink that afternoon’ 

Mr. Candy: I'm afraid not, I wish I could, 
but I'm afraid I cant. 

Mr. Shibley: In your memorandum of May 10, 
I'm talking about the memorandum jointly compiled by 
yourself and Mr. Mink,this is when the pro-rating 21.» 

Mr. Renwick: Mr. Chairman could I interrupt 
to go back on that point, I wasn't quite clear with 
Mr. CAndy about it. Nkg Bxhibit number 34, I think, 
Mr.Shibley, you said that was from the chairman to mr. 
Candy and it wasn't. Exhibit 34 was the memorandum 

IS Mr. Sisson ge We Gathercoles.. 

Mr. etl TS h I'm sorry it was from the 
chairman to Mr. Sissons; that's right. 

Mr. Renwick: Yes, it is in that memorandum 
that Mr. GAthercole refers to the submission to the Premier; 
and Mr. Candy is referred to by way of notes. Just to 
ma clarify this in my own mind, For what purpose 

Car Ts! 
were you sausebdJ41 one with Mr. Mink, the memorandum 
of April 10? Nawxxawnxxekenre 

Mr. Shibley: Mr. Candy, would you speak imto 


ear <d 
the Mike» we can't you. 





Mr. Candy: Oh sorry 5 For the commission, 
ieee ceo J 

Mr. Renwick: I just want to be clear about 
Sora year eeenepeenssenaiiannenaase 


this 4 the Chairman's memorandum to Mr. Sissons was that 
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he was gding to make a submission to the Premier early in 
April. At one point in the course of your evidence 

you interjected a comment that it sas was for the chairman 
because he was going to Japan. 


Mr. Candy: Well, let me clear that up. amt 
@uiese I don't know when the chairman arranged the 


— to Japan, but all I'm saying is that before 


he went to Japan 1 remember him asking me—some—questions 


~ahboutthe report. . 


H465 to follow 
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tr ¢g 
he—wentate_Japan, I remember him asking me some & questions 


about the report because he was going to take it with him and 





talk to Mr. MeKeough about it on the trip to Japan. 

Mr. Renwick: Did you have any knowledge of the 
existance of exhibit number 34, that is the memorandum from 
the chairman to Mr. Sissons with respect to the submission 
for the Premier? 


Mr. Candy: No, I had no knowledge of that, Mr. 





Renwick. 
Mr. Renwick: But you knew that the chairman wished 
ene 
to take it with him to Japan? 
Mr. Candy: Yes, this is correct. 


Mr. Renwick: Then there is nothing that indicates 





in any of the documentation in this period of time that that 
, 


memorandum of February 10 was for submission to the commission; 


Mr. Sama Candy: The memorandum of February 40.” 


nae 


Mr. Renwick: Sorry, the draft memorandum of 





April 10. There is nothing that we have had by way of evidence 
that would indicate that that was for the commission? 

Mr. Candy : No, but that w# was the purpose in 
doing it. That's what we were doing it for, tx@-uppideeutelaee. 
inf were trying to make a resume of the whole thing so that the 
commission could look at it. 

Mr. Renwick: Did you know that the chairman was 
travelling with the Sggaa Treasurer to Japan? 


Mr. Candy: Not until after the report was made. 





Mr. Renwick: Could I ask gum just two other 





questions on a different matter. I take it that what you 

are sayi ME, fame Candy, tame is coy eatin received from 
Mr. Mink exhibit number 64, dated March 27..,, 
Mr. Candy : That is the letter to me asking for 


additional information? 
Mr, Renwick: Yes. Having received that, dated 
March 27, exhibit number 64, and having had in your file a draft 
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pocpopesnes nner tat 





a ene 
Mr. Candy: That's right. 
Mr. Renwick: So that from that point of view there 

was no need for a memorandum — 

Mr. Candy: That's right, because we were =aumeh both 
there. 

Mr. Renwick: Because Mr. Mink was with g¢you on those 
two occasions? 

Mr. Candy: And I think when you see this you will 
understand the information has been added to this thing; that 
was missing from this, which is what Mr. Mink used. 

Mr. Renwick: Okay, Mr. Chairman, those vwemmeie were the 
three matters that I wanted to clear up. 

Ve Chem : 

Mr. Shibley: Mr. Candy, I vise going to now embark 
upon a review of your April 10 memorandum, have you it in front 
of you/ it is Exhibit 67% 

Mr. Candy: Well, a I've got @agme copies here. 

tr Magog Mtr Chairman, may I be permitted to 
suggest that it has been a very long day, and it is very warms 
and if we are going to embark on such a monumental task as theg¢ 
April 10th report, I would like to ask if you could consider 
adjourning now for the day. 

Mr. Renwick: Excellent suggestion. 

Mr. Chairman : I think that's a good idea, and Mr. 
Shibley agrees with me, No the members of the committee agree? 
The answer is that they don't disagree, so I'll take that as 


my instructions to adjourn until 3 @@@ p.m. to-morrow. 3 


The committee adjourned at 5:42 p.m. o'clock. 
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H 467 «3 M.S. 


The committee met at 3:12 o'clock, p.m. in 
the members' board room. 

Mr. Chairman: Ladies and gentlemen, I will 
call the meeting to order. Hansard, who have been doing a great 
job for us, have a confession to make, that they lost one tape 
somewhere along the line. I don't whether it's the same as Mr. 
Shulman's lost tapes or not, but somewhere a tape has become 
lost and they have done, I think, a reasonable job@ of reconstructing 
it from the various facilities they have. dm Fhey have given to 
Mr. Shibley three pages of transcript which is not complete. Mr. 
Shibley has looked it over and he thinks it's got all the essential 
points in it. Rg I wouid propose that we simply have this 
mimeographed and replaced here as a supplement to yesterday's 
proceedings. But I would ask each of the committee members to 
peck) over. wt here's a note in here where the missing tape is, 
and if you think there's any question in there that you want 
repeated, perhaps you can repeat it today before Mr. Candy. 


Mr. Bullbrook: I think we should start over 


Mr. Chairman: (All over again, start] 


Mr. Renwick: I think so. We don't want to mix 


again. 


up the fictional with the factual. 
Mr. Allan: Start right at the beginning! 
Mr. Chairman: All right, we have to go back to 
the start of yesterday's proceedings. 
Mr. Shibley: I refuse on the grounds that Lowy 
eer oe 2 
Mr. Renwick: You may incriminate yourself. 


emer cee 


Me. Chairman: Mr. Candy, I see you are already 





erates 


established and’stonced in your seat. Aad Again I remind you that 
/\ " 





you arm® were sworn earlier and I will pass the proceedings to Mr, 


Shibley. 
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H 467 - 2 Mawes 


Mr. Shibley: Mr. Candy, at the conclusion of 


pyrene To! 





yesterday's session, I had indicated I was intending to start 
a review of the memorandum of April 10, 1972, which is Exhibit 
67. i would first like to ask you to indicate those portions 
of this exhibit which week were contributed by yourself and 
which portions were contributed by Mr. Mink. It dati matter 
of record on the face of the document that it was prepared by 
the two of you. 

Mr. Candy: Well, first of all, Mr. Shibley, 
there is a draft submitted by Mr. Mink dated April 4,_, 

Mr. Shibley: Yes. 
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Candy 
Mr. &i; pam: — Which I think everybody has. 
Mr. Shibley:No,We have had it supplied and I now 


want to make his draft the next exhibit. 


Mr. Candy: I see. 
Mr. Chairman: Exhibit 155. 
ee 


Mr. Shibley: Do you have a copy? 





Mr. Candy: Yes, I have a copy here. 
MexxShibtey: That was dated April 4. Mr. Mink 
had previously written to me and asked me to write a sort of 
g format to this report, which I wrote and forwarded to him 
on April 4 ae I think now you have a copy of that document. 
z Mr. Shibley: That‘s the second document of the 


ee 


same date which I ask be made exhibit 156. 
wy consists - 
Mr. Candy: That axyarx of eight pages plus an 
Ta aa Gy ee = 


Mr. Shibley: I think it might assist members of 


attachment. 


the committee if they would mark their copies of exhibits: 
Mink as for exhibit 155, Candy as for exhibit 156. Mr. 
Candy, exhibit 155 was the exhibit to which you made reference 
mee ctoey, being Mr. Mink's draft upon which you made certain svggasteg 
changes or amendments, {s that correct? 
Mr. Candy: That is correct. 


Mr. Shibley: And are the hand.written changes 





on that exhibit your changes? 


Mr. Candy: The only wia@@® changes on that which 





are my changes are the printed changes. Basically, I went 
through this thing and where he had"lease-back,” I changed it 
to" lease-purchase." The hand.written changes on that are MR. 
Mink's and not mine. 

Mr. Shibley: Now, staying with that document for 
a moment, there is a schedule indicated as part of what is 
332. It is the seventh page in the exhibit And just for 


completes , you mentioned yesterday on April 7th you met with 
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fr. Snibley) DY 
Mr. Shibley _ 
+ J 


ey 


each of Mr. Tatham of Yolles [Rotenberg and Mr. Zwig of 
Horizon. > 

Mr. Candy: That's correct, with Mr. Mink. 

Mr. Shibley: With Mr. Mink in attendance »o 

Mr. Candy: That's right. 

Mr, Shibley: And the two of you Se elicited 
from them certain information that found its way on to this 
document. Is that correct? 

Mr. Candy: That is correct. 

Mr. Shibley: Would you please indicate, to 
the committee what the information was that was provided on 
that date and endorsed as part of this memorandum? 

Mr. Candy: Well, the information for instance, 
‘under Y and R was the capital cost per square foot at 


$28; filly the source of financing was indicated as Canada, 


obtaxr_ned 
tinder Canada Square, which we had \Skbajnedbefore but which 
I also had marked widacsess” fhe operating maintenance cost 


was $1.45, In the case of Horizon, the capital cost was 
$28 , Sami the financing cost was eight and three_querters 
and the source of financing was Canadgy Metropolitan Life. 
those “fa the original are in pencil which I pencilled in at 
the time of our meeting. 

Mr, Shibley: I see. With respect to Canada 
Square, I notice er bracketad note : maximum 4}. 25°under {h.92. 
Would you please explain that? 

Mr. Candy: That g@ maximant5.25 was depending 
On Se financing, but later on and before the submission to 
the commission recommending ne Square, we had confirmation 
from Canada Square that thet. 92 would be firm regardless of 
their interest rate. 

Mr. Shibley: Was it not a circumstance as at 
the time of the preparation of this document that the position 
of Canada Square, as with the other developers, was that if 


their interest rate proved to be higher....; 
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$8.20 to 3.25 
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H-469-1 


(Mr, Shibley) 





he ntines, their rental # rate would be ee I am now 
talking about pending the making of the deal. 

Mr. Candy: This is something, Mr. Shibley, which is 
very difficult for me to answer, I would far sooner you ask Mr, Mink 

(t that situation; he was more concerned with that. 

Mr, Shibley:I 4 But it to you that the figure of $5.25 
emanates from the calculation of interest at the rate of 8 per cent, 
which was then in comtemplation as a possible ge cost ° 

Mr. Candy: Pass ee it was my recollection that in 
the proposal of Canada Square,,,did they not mention the figure of 
$5.25, depending on interest rates at that time? 

Mr. Gaunt: Yes, they did. 

Mr. Shibley: Is that correct? 

Mr. Gaunt: Yes, page ay erwhibe [ 6i 

Mr, Shibley: Thank you, That's correct. Perhaps we should 
look at that together, Yes, I intended, actually ,to develop this 
when we reviewed this document. I note that ,..whave you got the 
document, Mr. Candy, which is Canada Square's submission? 

Mr, Candy: No, I haven't. 


Mr. Shibley: At page 5, 1t talks of a lease-purchase 





agreement which would run for a term of 30 years: 

"Our tentative financing involves}20 million in Swiss francs at an 
Oud 

interest rate of 6% per —_ per ann, balance jretther US or 


st 
Canadian funds ato PPE AAE 2 ‘ approximately 7 3/ Rye Based gif upon 


these arrangements, the rental rate will be $4.92 per square foot 

per year, These arrangements have not been finalizea i wait 
require your full caoprration in assisting us to set up the necessary 
corporate structure to comp@ete them, If we are unable to borrow 

the required funds at these favourable rates, there gg will be a 


x $5.25 
Bpprats increasé in the rental rateg up to slice maximum olngpeGan 
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(Mr, Shibley) 
square foot per year. As set out in the form of lease attached,,, 
the rental rate will be adjusted either up or down from time to 
4 ‘ 
time to take into aecount PPR ovaRL TORS Reh andes rates"... 
Leaving that latter aside for the moment, <sx=Qcmiccmmmgmimme 
Canada Square's Oroposal , «i Was on a par, so to speak, with the 
other dewgelopers who were submitting proposals: namely, that pending 
the making of an arreement, should the interest rate fluctuate 
the rental rate was going to be varied. Is {gm that correct? 
Me, Candy: That's what it says, that's correct, yes. 
Mr, Shibley: Now, as at April 4, did that continue to 
be the circumstance, having # regard for the hand-written note 
A $5.26" 
maximum §#« under the $4.92? 
Mr. Candy: I am afraid, Mr. Shibley, I can't answer that. 


I would be guessing, I see that Mr. Mink has g it in there in 


brackets at $5.25, and eras pRRIS. 





I think you would pet a much more 
accurate answer from him than from me. I know that it was finalized 
at some period alonr the way there, that the $4.92 would remain , 
regardless of the interest rate. 

Mrs Shibley: The other item I want to ask about in this 
document,” dtd Horizon tell you that their cost per square foot would 
be § $282 

Jr. Candy: Well, this is another thing that bothered, ma , 

I notice that Frank Mink has’ used $30: guar when he was down last week 
I talked to him about it and he seed eg understandigg was $30, 
I gift have marked $28 on here, hna actually, the way this came 
about, when we were in Horizon's office I remember Mr. Zwig making 
a phonleal1 with regard to interest rates to somebody..and @ when 
we talkéd about the cost of the building he tiiededaddentiboateestlaiemtninla 

mentioned a g figure of $19 or $20. And I said, “Yes, but 
W. o Ft Nl peel i hr nl edn OE etre 
your desicon fees—and—all that?" and he said. "Oh ono" and T saiden 
"Well what does it cost when you have all... 


Tape H-470 follows 
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H-470-1 | 
(Mr. Candy) 
Saale what nave you got in there? Have you{ got your interim 
financing and your design fees and all that?" And he said, "Oh no", 
I said, "What does it cost when you have all that?" And my 
understanding at that time was that he said about $28. 

Mr. Shibley: And you can't assist us as to why the April 10 
oun ae page 26 and following predicates an analysis of 
Horizon on the basis of $30 per square foot? 

Mr. Candy: No, I'm afraid I SNL Ade I asked Mr/ Mink 
that question in particular and his understanding was $30. My 
understanding as I have written down [had been $28. 

Mr. Shibley: On what day was the $28 endorsed on the 
April 4 memorandum, being exhibit 155? 

Mr. Candy: You mean what day.was it put on this? 


Oe a an cr er ne a 


Mr. Shibley: Yes. 


eee 


mre canays On the 7th of “April. 


Mr. Shibley: On the 7th. 


Ty we Hen © 
Mr. Candy: That was at the meeting that we had a asad 





Mr. Shibley: And who put it on this document? 
er 

Mr. Candy: I did. That's my writing 

Mr. Shibley: You did? 


Mr, Candy: Yes. 





Mr. Shibley: And would Mr. Mink have received this 





document from you? br was he making a similar notation on his own 
own copy? 
Mr. CAndy: I don't really know. I can't teil you am. 


Se eeeeceemrrneet ene 


hone got his, 


les 
adit... This I think was still in my pda 





and whether he had another document or made notes of his own I 
just don't recall. 


Mr. Shibley: So you are not sure whether Mr. Mink. 


“NS eeeeccemn omens, 


First of all, did Mr. Mink receive the same information at the 


meeting with Mr. Zwig that the calculation of cost was $28 per 
ro 


o 


Square foot? 


Mr. Candy: He says that his understanding was $30. My 


ere ws 





eee 


understanding was $28. We were both at the same meeting and I 


ae 
don't think that there was any contact with Mr. “Ywl g after that 
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H-470-2 
(Mr. Candy) 
by either one of us, as far as I know. 

Mr. Shibley: Now then, mm exhibit im 67, dated April ae, 
contains, as the first portion of it, your contribution, which is 
exhibit 156. It seems that your portion forms some of the early 
material. I am looking at page 3 of the April 10 memorandum: AM#IK¥ 
¥H#"During the 1960§s it became increasingly apparent "thas etc 

Mr. Candy: Yes. 

Mr. Shibley: That is all your material? 

Mr. Candy: Yes. 

Mr. Shibley: And it seems to carry a 


Mr. Candy: As far as I can figure, Mr. math ley 1% carries 


Sse 





on to about g@ the middle of page 10. 
Mr. Shibley: Right. Now then, can you help the ciple bi 
as to where Mr. Mink's contribution, which is exhibit 155, commences? 
Mr. Candy: Ges fag way it was done,.I think on March 9 
I asked Mr. Nastich to have Someone help prepare this reports; and 
- Mr. Nastich, as I recall, assigned Mr. Mink. I don't know what 
Mr. Dean had to do with it at that time, but I am certain that 
Mr. Mink at that time was working under Mr. Dean's direction. Bet 
Tn any SAE Mink and I had “gegy discussions about this thing. 
He asked me for this yf ommagion, I provided it to him, and he 
incorporated it in the report and injected it into the report in the 
Places where he thought it whould gO. 
Mr. Shibley: Yes. 
Mr. Candy: I am not trying to escape responsibility. My 
name is on the RS Darts I don't put my name on something that I 
haven't read. But Mr. Mink had prepared what is known aw7arart 


then 
dated April 4, at that point, and fast say, we had this meeting with 


Hori zong e_for_injeetion-inte—that thing. 


H-471-1 follows 
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I prepared this 






memo of mine for injection into that thing and when the 

report was printed, Mr. Mink arranged the printing and 
arranged the distribution and I received a copy. Undoubtedly 
there are things in the report which Mr. Mink had to talk to 
me about to get information regarding that Dela: any of 
the financial calculations or financial assumptions and that 
type of thing were Mr. Mink's work, eas As I say, I have talked 
to him about it and he agrees with that. 

Mr. Shibley: Mr. Candy, what I really wanted to know is 
this? Who contributed the portions of the April 10 memorandum 
that set out comment on the lease- -purchase agreement, 
Constructon 

and Management pages 13 and following, Lease-Purchase 
proposals on page 19, Selection of Hevelopers on page 202 
Who prepared those? 

Mr. Candy: Well I would say that that looks like a Joint 
effort. The paragraphs which are numbered one and two are 
Frank Mink's. They deal with the source of capital and so on, 


which 1s not in gm the terms that I would be talking about >. I 
Sse 







would think that @™ what is in the first paragraph f—~ 
4 sls 1S Ee Oc ef es, gone ty involve 


ae (CON Fact iD aiadaiee developer 


wn 
to finance, design, construct, maintain and manage the building, 


é 


Qwnership of the building", and so ons—~ this of course with 
either one of us was pretty common knowledge at thatpoint , Gite... 


Mr. Shibley: You say that you might have combined in your 
Le: 


efforts to produce that? 


Mr. Candy: BSS I say that is possible, As you go down 


Ahre <———— 


Mr. Shibley: Excuse Be hh Candy, .« 
eee 


Mr. Bullbrook: We are having trouble because we don't have 
ce 
page numbers. Some pages are numbered and some aren't. aye 


PERE NEE He OUws s+ 


yours all numbered? 


Mr. Shibley: Yes, @n the April 10 document? Yes. 


a VY 


~~ =? 
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Mr. Candy: Are yours not numbered? 
Rte peer e 


Mr. Bullbrook: No. Well, you will have to bear with us 
oy SE aren num bers —~» 


in“this "respect that when you refer to PAS yes anmaaNIS 


Mr. @ Allan: Mine are numbered... 


Mr. Bulibrook: Are yours numbered? Are yours numbered 


Lore 


Murray? 


Mr. Gaunt: Some of them are and some of them aren't, 


eS, 





Mr. This is item Shpisnit it? 


Pe SulGaescs @moThis might be page 22 here but I just 
wanted to point out that for us to follow you properly you will 
have to give us a few minutes to rind the page. But you are 
on 19 now? 


Mr. Candy: 14. 





Mr. Bullbrook: 14. Okay. I just wanted to let you know 


that. 


Mr. Shibley: Thank you. Mr. Candy, perhaps you can assist 





us on this. Starting with ‘eden page LY CRN, which 
has in the middle of it, "Construction and Management", who 
mfr authored that material? 


Mr. Candy: I would think that is Mr. Mink when he starts 


ea! 





talking about tax savings and so on. I wouldn't think that that 
was mine. 
Mr. Shibley: And then on the next page, page 15? 


— ae 


Mr. Candy: I would think page 15 is Mr. Mink's. That is 





all pretty well finandhaerrougn there. 


Mr. Shibley: And 16? 
se 


Mr. Candy: That is a fairly difficult one to say. That certainly 





looks like, I had some input into that I would 





think. 
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Aur. Shibley: Did Mr, Mink make any input into that? 
ES ECD IE DOTS AEE) 


Mr. Sawea Candy: Oh, I would think so. 


Mr. Shibley: Did anyone else? 
SRST REREE epee PSST: 
Mr. Candy: Not that I am aware of. 
: Mr. Shibley: Mr. Candy, what I want to know is, 
eb a el eet 


was this document in whole compiled by either Mr. Mink or 
yourself oR the two of you working on a collaborative basis, 
or was any part of this document compiled on asis of material 
supplied by anybody else? 

Mr. Candy: No, I think the way it was done, Mr. 
Mink came in and had meetings with me. He compiled quite a 
bit of it in his own office. Now, whether he had any other 
assistance,,he was in another building from me, whether he 
had any assistance in there, I am not awares (ii but he would 
come back and we would talk about it and add v9 os 01 24— 3am rho a a ol 
As far as I knew at that time, it was an effort between Mr. 
Mink and myself. Now, whether anybody else assisted him, I 
wouldn't be aware of that; that is, any other Hydro personnel. 

Mr. Shibley: Do you know whether the memorandum 
which is exhibit 154 was employed by Mr, Mink or yourself to 

Ebb 

assist you in the compilation of exhibit 67? A 154 is the 
draft memorandum, March 28, 1972, JAB. 

Mr. Candy: No, I am sure it wasn't. 

Mr. Shibley: Was not? 

Mr. Candy: No, I am sure that was not part of 
this thing at all. 

Mr. Shibley: All right. 


re 


Mr. R. G. Hodgson: I wonder if the witness could 





identify the writing, the pencilling in on page 6 of that 


document? 





said 
Mr. Candy: I think I tg that yesterday dpm ¢hat 


ds not my writing at all. 
Fate 
Mr. R. G. Hodgson: Do you know whose it is? 


er eres eR eo ere te ED 


Mr, Candy: No; 1, Gon’ =: 
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Mr. Renwick: Mr. Chairman, could I ask whether,_, 
Serer ere, 
Mr. Chairman: Mr. Renwick. 


Mr. Renwick: —74Mr. Candy Sem Identity the cee a UA OT 
of paragraph 4.3.1, "Public Eendering sands 6utside beveropiigi%on 


». Pages15, 16, 17 and 18 of exhibit number “7r It doesn't 


appear to appear in either exhibit 155 or exhibit 156. 

Mr. Shibley: I think, Mr. Renwick, Mr. Candy has 
said that om page 15 was the product of Mr. Mink's effort. 
Page 16 he said that he gave it some input, and that’s as far 


as I had reached. 


Mr. Renwick: Oh, I am sorry. 

EE ee 

Mr. Shibley: That's the reason I was asking him 
SE ey 


particularly for the Gite authorship of these pages. 


Mr. Renwick: Mr. Chairman, I'll wait. 
Mr. Shibley: Mr. Candy we have reached page 16 
SOS TS 2 


and you said that you gave it some input, I have noted. 


Can we take it that what you did not contribute to that page 


is the product of Mr. MEMBER Mink's efforts? 

Mr. Candy: Yes, I would say so. As far as 
I was concerned, it was either my effort or his effort. 

Mr. Shibley: And then with respect to page 17, 
can you tell us who authored that page? 

Mr. Candy: In reading this over, for instance 


Sam 
& b) (e) and Q) I would say that's mine. 


Mr. Shibley: And on page 18? 





(H-473 to follow) 
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Mr. Candy: That iooks like mine too, I vss 
Mr. Shibley. 
Mr.Shibley: I want to take you back, Mr. — 
to the first portion of this report. Before I do that, 
can we take it that as of the gdaxx date of the compilation 
sought 
of this report, no one in Hydro had thauxnk outside expert advice 
respecting Rites purchase transactions? ‘ 
Mr. Candy: Thaths correct. 
Mr. Shibley: Sau people were dealing on the 
basis of their own knowledge? 


Mr. Candy: I think that is correct to say that. 


Mr. Shibley: 





oa anyone within Hydro any experience respecting a 
Mes etpirbiiisé transaction? 

Mr. Candy: NO@t that I'm aware of, no. 

Mr. Shibley: So that may we take it that 
as of the compilation of the basic submissions, recommending 
@ lease-purchase route be adopted this was being done by 
Hydro without benefit of anyone internally having knowledge 
of this type of transaction, and without benefit of any 
outside assistance from experts in the field? 

Mr. Candy: The only internal expertiése we 
felt we had at that time was what we had ore through 
OISE and Canada Square. 

Mr. Shibley: Yes, in that connection isn't 


it a fact that your own financial people, however, felt 
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His = 2 June 14/73 
3:40-3: 45pm 
CB. 


(Mr.Shibley) 

that you were not sufficiently expert in the fieldg and 

required outside assistance? I'm thinking particularly 

of the —Masxiemdiexx content of exhibits 78 and 79 — 

@ 78 is dated June 29; aay is Mr. Nastich's memorandum. 
J, Exhibit 78, June 29, the first paragraph, 

wis he says; "the validity of the overall transaction 

from both Hydro and the developer's viewpoint. We 

are not development experts and could easily miss some 

particular point which would be either costly or 

embarrassing. For that reason I suggested a legal 


expertise 


Consultant with ecapemeieeenm in the fieldg". 





Then again in exhibit 79, on July 6, Mr. 
Dean to Mr. Nastich, on this occasion is saying, paragraph 
one, "I understand Mr. MaCallium is to be appointed and that 
you are now satisfied that our lack of expertise in this 
development will be relieved by this appointment." 
Do you see those comments? 

Mr. Candy: Yes, 

Mr. Shibley: So both Mr. Nastich and Mr. Dean 
Bubsequently recorded their # concern about the lack 
of expertise within the personnel of Hydro refergable 
to lease-purchase type transattions, did they not? 

Mr. Candy: I'm not sure that I maz entirely 
agree ® with that. I think really at that date in 
time what they are talking about there and what we 

SUuAGeSt tg, O03 2 

were certainly” aiiasiaety that in the negotiation « 
period for this dyes we should retain expert legal 


advice to carry out the nerotiations on this basis. 
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HA73 - 3 June 14/73 


3:40-3:45pm 
CeRs 


( | Mr. Sibley: fou are talking ba about the 
type of negotiation on xkesm items respecting which 
Mr. McCallum received instructions and later reported, 
as we've seen in the exhibit®, are you not? 

Mr. Candy: Yes. 

Nr. Shibley: What I'm talking about, Mr. 
Candy is this: At some point of time Hydro decided 


that 1t should do a lease-purchase transaction QB wo 


H 474 to follow 
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(Mr. Shibley 


it and funded with its own CT A 







d 
Las opposed to building a building owned by 


Mr. Candy: Yes. 

Mr. Shibley: That decision had already been taken so 
far as Hydro staff is concerned «~ 

Mr. Candy: Yes. 
Mr. Shibley: <» by the time of the April 10 memorandum’ 
Isn't that correct? 

Mr. Candy: That's correct. - 

Dige teee fae 

Mr. Shibley: You were well on the road this type of 
transaction without benefit of expertise within Hydro and without 
benefit of expert advice from without Hydro. Isn't that so? 

Mr. Candy: Well, mgm. I don't want to bexgezm@® stubborn 
on LReout what I'm saying here is that the lease-purchase 
aspect that we had been dealing with up to that point was not 
that complicated, We certainly understood the lease-purchase 
situations; but when we came to making a deal.=. negotiating a 
deal on a lease-purchase basis,.that's when we felt that we 
needed the expertise. Mr. McCallum's name was never mentioned, 
as far as I can recall except when we came to disaussing the 
possibility of negotiation aid fhen we wanted someone who Samm 
could put an agreement together which would be binding and 
meaningful, and someone who could negotiate hard to get everything 
we could get out of this agreement. 

_Mr. Shibley: But by the time you gave instructions to 

Mr, McCallum, the instructions to him were: "We are going to do 
& lease-purchase, Now, negotiate the best terms possible." Isn't 
that so? 
Mr. Candy? hat's really what I'm trying to say. 

Mr. Shibley: He was presuming upon Hydro's decision to 
do a lease-purchase transaction. Zuwkxtxak Isn't that right? 

Mr. Candy: That's right, yes. 

Mr. Shibley: Wak What I think is of interest to txks«x 
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(Mr. Candy) 





“inesxvetinn= oP, to ro and pet RRABPSP LS, and I was wu 


Mr, Shibley: No, Mr. Candv, you are missing my point and 
I am concerned about it. 

Mr. Candv: I'm sorry. 

Mr, Shibley: Leave Canada Square out of it as an individual 
entity. I am now talking about the decision between building your 


own building and doinr a lease-purchase. Forret with whom you are 
$76 


e =) 
goine to do the lease-nurchase, That basic judgment ee 
were \ 


which way ama. yous roinr to go, that decision was made, as you say, 
back in November, Ts that correct? 

Mr. Candy: ,...Yes, 

Mr, Shibley: And it was made by your own Hydro staff alone, 
qs that correct? 

Mr, dy: By our financial people, yes, 

Mr. Shibley: By neople without any experience with 
respect to lease~nurchase transactions other than what foot 
out of reading the OISE documents, Is that correct? 

Mr. Candy: Well, I think it's a financial consideration, 
A lot of people rent houses but other neople buy houses. Some 
people claim it's cheaper to 2ggymiim buy than pay rent and 80 on. 
I don't think the decision to determine whether soma cong to 
have lease-purchase or whether samme rokne to buy was a difficult 
problem for our financial neople. I don't know whether I am 
answering your Wdé question or not, but I think that, rettine down to 
your oririnal question about retaining outside expertise, our 
whole intention in retaininr outside expertise at that point was to 
ensure that we rot the best deal we could pet. Now prior to that, 
we didn't feel that we needed outside expertise to determine whether 
or not a lease-purchase arranrement was 2 rood thing for Hydro, 


Does that answer the question or am I skating abound it again? 
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June 14, 1973 

3.50 60-3 355 

Moyag 

M2475 ~2 
Mr, Chiblev: I think it answers the question, fe may 

raise others, but I think it answers the question. What you 
are saving is that you presumed unon a lease-nurchase transaction 
beine an acceptable one relative to the cost of building your own 
building, Ts that rieht? 


Mr. Candy: Yes. 


Mr, Shibley: And were any analyses made of the comparable 





cost to Hydro in respect of building your own building and doing 
a lease-purchase transaction? 

_Mr. Candy: aim, As I said I think the other day, since 
I have been involved in this inquiry and seen all the paper that's 
floating around, there was anparently a lot done by our financial 
people, even examininr the OISE situation. I wasn't even aware 
that 444 was poinr on. 


Mr. Shibley: Mr. Candy, stonping right there, have we 








seen all of the work-un naners, all of the documentation. which 
reflects the analysis of Hydro staff of a lease-purchase transaction 
leading to the decision that we have @ been talking about? 

Pir, Candy; AS far’ as TI know you definitely have, 

MP one ley.: I sees. “So that ye far as Hydro was concerned, 
people without prior experience examined the OISE gg arranrement 
and reached a conclusion that doine the transaction on a lease-purchase 


premise was economically sound as camnared with building your annx 


Own building with your own funds. Is that right? 
entered 


Mr, Candv: I think that the question 2.15 0 \eaaiaggae in to 


| ot 
the situation y the nrobiem of raisinr the funds ourselves in any 


event for this type of a buildings ener RR has been brought out 


before, that we were tryine to conserve our funds for the development 
of power facilities. 


Mr, Shibley: Yes, I'll deal with that with other people, 


(ommemnaeeratammames ae ee 


Mr. Candy, 


Mr, Candy: Yes, but T think that was part of the problem. 


er 


But you only have gy two or three things to do, Giner you can 
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fpelossmmGigned ace 

Yom we were doing and which was becoming quite costly 
to do, You can buy your own building or you can lease- 
purchase the building. Now eit lease-purchase the 
building to us seemed like the most favourable thing 
to do because weer were buying it and owning it eventually 
at less money than se were paying rent. Siitetwiemtwss. 
Now I'm not an erprue et, and i'm not trying to justify 
it by that, but I do think that you have to look at it 
in that context. 

As far as I was SURCErEEE (Deans were telling 

me what to do and I would take off in that direction and 
do it. 


Mr. Shibley: Y@u relied on your financial 





peoele: 


Mr. Candy: Oh yes, if they said this was the 





thing to do, we did it. 
Mr. Shibley: All right. Turning to the 
exhibit itself Mr. Candy, on page two, reference is made 
fee. in paragraph 2b; "If sufficient formal assurance 
can be received a’ the terms as outlined in the lease- 
purchase bulk abs of Canada square or Horizon/are’ Saaaatibad as indict, 
a selection of a package arrangement could be considered." 
Now stopping there, this appears to have left 
a choice open between two developers. Do you agree with 
me? 


Mr. Candy: Yes. 





Mr. Shibley: Was that premise pursued at the 





V 





























viisusiasve JL gatawo bns 32 BAhyi otew anand sawaoed ol 


- : , 
n i - i 7 aaK iat ret oe efTBu li. avaysed a) al BHnQo"1d 9asntowd 


i a . 
wizoo situp aalmennd new sotde besa aaa ex pw Mold 
~pasel 929 Oy WO. @utots dl MG nuO%, wud nee: aoe: oi 
ond seadowuq-oavet \eaie wait erases odd 9 annoms 
nid? efderweve?t feom avd SHPt pemeee ay av yazbrs 


~~ 


an ogee. eal ones qn tyeQ Siuw ‘ie sada yenon “paal. = 


= ; 


ahd 
vitiayvt oF AAIYIS JOR mM , Dah eimoooce na Jon mT. a 
3 ta Bool of evad voy 4660 Ante? ob T sud -sant? yd ab 
‘ . txetnon. zane Ae, 

; c a?’ even ee iIVeq DesmiTeanoy ah Nh #265 ‘th l ea : iY, 

wa cokgoent> #adt af Yio ena) bluewW T bua ob oF Jath on 


92 OD | 


“ ‘cy rit? be f d “. } a : qc e hi 
- — oa : aiq oO 7 G 
7] 
, fT zt “rig p .7 v ' “ - *) 7 





Ib ow ,ob of gotds 


taf’ Mitks (£4 ces ictede .aM 


ne i at GO, 


oneveled .o*F sanqido vba . iM Mesat ttotixe 


° rae ts Dt od -| fanio" Asaiar | i ae? eas rhqe T38°tag nt j 
va +, 4 - 
‘ 49 2 Proc t 7 ep antes eZ Aas hevisoss ad 180, 7 


ite ©,? 


‘| . ; 
nay #4 bilure @newegnerisn CBBN6LG A tO anotszoel[oe t 


x . oy 
aft of eneedgs e2A9,otets atiageds wot 7 
ss VOY OU . aeayefevel owe ceewred meqo eaforo s, 

tom 


esy :¥bre ah ae 4 


ta 





saJ ty beseyuq eeinaed- ont QeW igeldie wt 


| cletmmmeatnac egeyipeess  A 





hese Sia. 

(4 [timate ly 
time that the submission was/ adayasmmiedy made to the 
commission on June 29 and at which time it is in evidence 
that this document was also available through Mr. Nastich. 


Mr. Candy: The meaning of that paragraph,..this 





is not answering your question, I gr realize, but it may 
be of some assistance. The meaning of that jigepgueminx 
paragraph an dace A the terms were to change during 
the bargaining, then it would make a difference as to 
what we were doing. 

Now when we really got down to making a choice 
in the end, the way I rationalized the whole thing, if 
we get down, for PARSE TCS EI US G to Horizon and Canada Square. 
What HOrizon were going to do, Mr. Zwig told me, ; what 
they would do if they got this job was to retain om 
outside architectszand there is nothing wrong with that,_, 
But they would then negotiate a contract with a general 
contractor whom he named and build the CAC 

Now the thing thatbothered me there was that 
if that were to happen as against Canada sauene sung would 
build the bu¥tding themselves and had all ines in-house 
eee they had control of, that if they were 
going to negotiate a contract with a general contractor, 
we would have to make up our minds as to just exactly what 
we wanted very quickly And having done that and having 
then negotiated a contract, we could then be faced with 
extras, iam Ever ime we changed our mind or added 


things, we could be faced with extras along the way 
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Se 

for things that we wanted. We are still doing this now 
with Canada Square and we are still getting things without 
paying more money. 

This was really at the final conclusion of 
deciding the difference between, and I realize that there 
is 10 cents' difference between these two at this point, 
and my rationalization.... 

Mr. Shibley: It was predicated on a $30 
per square foot costg by Horizon. 

Mr. Candy: Yes, Subs that's a little 
different. That really isn't part of our rationalization. 
eon dn my specifications I had said that the building 
would be designed to our Weemnnteeer equirements , to our 
approval, and I was assuming that regardless of who got 
the building, we would get amp) building anccbercrtes that 
we were looking for. That's one of the reasons why it was 
pro-rated up to the #@ $34. dm 


But I felt at that point (p(zmimsmemeuesdedemmemde. 


lottez a 
@@e having of course known heret about Canxda Square, 


kKhowin 
o— tieir clients and so on, that in the negotiating 
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H-477 - 1 June 14, 1973 


A500 -- £05 -p om. 
(Mr. candy _ ma) 


Mek. 
me we would gain much more from 





Canada eS which would more than offset that ten-cent 
difference. Now this was the rationalization I used at 
that point. 

Mr. Shibley: I just want to know this Mr. 
Candy: I gather that even as of April 10, notwithstanding 
the suggestion of an available choice in your thinking you 
had by this time decided to recommend to the commission 
that you deal with Canada Square? 

Mre Candy: That's possibly oUpp aLiEhOvEh a 
worked on the premise of course all the time thatgr don"t 
make the deci sLonfe, i mak@ the recommendation 


recommendation was June e 3mm) which was not too long after 


My 


that, am I guess I would have to admit that I was certainly 
eee, oriented to Canada Square at that point. 

Mr. Shibley: Now then, going through the next 
portion of paragraph 3 refers to the 1968 proposal and 

effects of delay 
it deals at length in paragraph 3 with the Kaxkxarxkhexiay 
5 construction, effect of decentralization, economic 
cost of geographic scatter of employees and it comes out 
to a certain overall cost. 

Mr. Candy these problems that are outlined in this 
report would have been solved equally well by the construction 
of a new head office building owned and financed by Hydro. 

Is that not so? 

Mr, Candy: By a new head office building owned 
and financed by Hydro? 

Mr. ir. Shibley: Yes. 

Ne. Candy: Yes. The only difference would be time. 


el 


Mr. Shibley: dg \Would you expand on inktypleare? 
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Had G7 92 June 14, 1973 
4,00 - 4.05 p.m. 
M os 


: Mr, Candy: Well in order to do that jwhen we 


ln 








Boor ee Nene to the conventional tendering process, this 
is the process that we had gone through with this building 
of preparing drawings and going out for tender. 

Mr. Shibley: Yes. 

Mr, Candy: And that would have been I think we 

as Dime TY would _ 
said in here eight months, which is a ai | probably 
be a year before you could go ouhpse this wourd be a delay 

: Lor 

in time which meant extra cost where we were gems geographical 
scatter and this type of thing. 

Mr. Shibley: This is delay consequential upon 
a change of design? 

Mr. Candy, No, it's a change of plan. In 
other words, what #~ 


Mr . Shibley ;_ All right. Fine. 





Mr. Candy: With a developer such as Canada Square 


ae an sm 





they are in there almost immediately you let a contract, 
“fey are putting up a cE “They get an excavation 
permit and then the foundation permit._,I don't think they 
have got the super structure permit yetjbut this allows 
a developer of that type to get in there and start work 
immediately. 

Mr. Shibley: What I meant was, let us say & that 
you had decided te build a building as originally planned — 

Mr. Candy: Oh, Ipee. 

Mr . Shibley:— but as a one.phase development ee 
incorporating what you cail Ba phase Wes bespune this plan 
was designed to accept an extension, Right? 


Is that correct? 


Mr, Candy: That is correct. 


ree 





—_ 


Mr. Candy: You would have had to put phase two 
bey re fe ea ae. 


Abie would have 


canis Janus Vues 


on to it. to add that as an extra 





been a very difficult thing. 
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4,00 od 005 pM. 
Modis 
(Mr. Candy) 
I would think to change the drawings ,and of 


| Yew ewber, | 
course /by this time @gpemmeeme in 1972 you wouldn't get a 


permit for that building under the new fire and smoke 
controlg requlehens — 

Mr. Shibley: Yes. 

Mr. Candy: We would have to aiimpggeseeaee put our 
smoke sheet) in and this type of thing which would be very 
difficult in that plan. @iGitdpemecessisimsss And then we had 
changed eae to 150 foot-candles, which mace a change in 





our lighting, Made a change in our airponditioning— there 

were various changes, But to answer your question directly; 

Te we had said that that building as is iy satisfactory, 

I think that it would have taken maybe Ss podt four months 

at that point to get drawings out and revise the specifications ,_, 
provided you could accept that building as is... 


Mr. Shibley: Yes. 





Mr. Candy:-~agnd add this other stuff to it. 


Mr. Shibley: Now let's stay with that for 





moment. In fact, the new building creates a surplus of 
+. 200,006 


@@™@ space for Hydro of some 4 square feet. 





Is that correct? Hydro's immediate Peis ue projected needs 
as of 1975 are fer what amount of space? 

Mr . Candy : He 1975? 

Mr . Shibley ; es? 

Mr. Candy + pe Something over 600,000. 


Mr. tegnibier Shibiey: Yes and was the phase one 











ortion of the first designed building 
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H-47861 June 14/73 
ee 4.05 to 4.10 pm 
DT 
(Mr. Shibley ) 
Phase—. 
Raxe_one portion of the finst desisngkidier. a building which 


“ 
would pwt provide that amount of eauel 


4 Mr. Candy: Phase one provided about 622,000 


square feet. 


* Mr. Shibley: So that even without the addition 


of phase two, you could have built the building as originally 
designed, had it semdedie underway within four months, irmluding 
revisions, and it would have been sufficient to accommodate your 


requirements as of 1975? 


Mr. Candy: We could have but not at the original 


wi 
estimated cost. 
Mr. Shibley: All right. 
Mr. Candy: But what you say is rights; you could 


Rave built it and we could have moved in and filled it the day 
we moved in. 

| Mr. Shibley: Mr. Candy, yesterday you told the 
committee that when you were in communication with Mr. Moog in 
August of 1971, initially your communications were relative to 
his doing a lease-purchase transaction on that very set of plans? 


Is that correct? 


Mr. Candy: That is correct. 
Mr. Shibley: And in fact you only abandoned that 


set of plans as of August 25, 1971. I shouldn't say you 
abandoned them then but the thought processes leading to the 
abandonment of those plans commenced on August 25, 1971, when 


Mp. Moog said he wasn't interested in doing a lease-purchase 


transaction on that set of plans? 


Mr. Candy: NEAR me point something oute ti 


Mr, Moog had come back on August 25 and said - gure, I will do 


your lease-purchase for the correct number of dollars; that 

cals mean we were going to do it. We were trying to find out 
what the possibility was of doing a lease-purchase on a set of 
drawings that we had. Now, if you were to say to me, ®@uppose 

he had come back, would you give him the Jobe". I would say 


definitely not. This was something that we were,.=,you know, 
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H-478-2 June 14/73 
4.05 to 4.10 pm 
, bP 
(Mr. Candy) 
:. would not have Juss gone ahead on that basis at that time. 
We were trying to find out what kind of - ball park we were 
ery De aa/, leaso 

an @——.first of all, would sspame’ do a ilagpe-pur chase on a 
building like that where the developer is putting up the money 
» would own the thing and takes a certain amount of risk on 
it, or does he want to have some input or some say in what 
he does. You see, developers normally design their own 
buildings and they put them up. Now, if Mr. Moog had come 
back at that time and said,~ yes, I will put that up for 
$5 MB per square foot , I think that we would have looked at 
that and thought <i, maybe that Yj interesting But I am sure 
“that we would not at that point es ust said to Mr. MOCe % 
‘Okay , here is a contract.’ temeons, We would have investigated 
that and I think that undoubtedly the process gg we would have 
gone through beyond that point would still have been not to build 
that building. 


Mr. Shibley: Did Mr. Moog give you any reason 








why whe would not make you an offer to do a lease-purchase 
transaction referabie to that buiiding? 
Mr, Candy: Any reason why he wouldn't make me 
an offer? 


Mr. Shibley: Right. 

















Mr. Candy: Well, his main reasong was he was 
just not interested in putting up that buiiding. He was 
quite enthusiastic about doing something much more exciting than 
that on that corner. 

Mr. Shibley: Why wasn't he enthusiastic about 
doing that building? 

Mr. Candy: First of all, he didn't like the 
building. 


Mr. Shibley: I see. Are you suggesting that 























he 1s governed by aesthetics as to whether he builds a building 
or not? 
MR. Candy: Yes, I think that any developer or 


anybody doing a building has got to be enthusiastic about it or 


i 
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H-478-3 June 14/73 
He05 to 45:10) pm 
DT 
(Mr. Candy ) 
anything you do or you are not going to be successful at it. 
Mr. Shibley: Do you not think a possibility of 
making a profit is motivation? 


Mr. Candy: No, I really don't think that Mr. 









Moog's motivation is entirely profit. I think Mr. Moog is 
Bally motivated by trying to do a good job, ea he evidence 
that werceresiny Mmmm, in the dealings that we avetaten 

Mr. Moog Ley he will spare no efsf*#e effort in improving what 

he is pee He won't hesitate for a minute to scrap something 
“and do it over again. He kept saying to fe ace can we 

+3 get some @ of these?" "Do you know any other consultant? ' 
"Who can we get? Name them, and We will get them.” He wants 


F we OHS = DE Si possible... 9° 





(H-479 to follow) 
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~qitiss as I say, 


4:10 - 4:15 pm 
CA 


and 





he'll) get—them. He wants to do the best possible thing. Now, 





since the agreement has been signed, 
tha¥fplaza has been redesigned about three times. Now he could have 
gone ahead with just what he had. We've added reflective glass. 

He didn't have to put reflective glass in. We have aly a stainless 
steel curtain aexmazi wall. I really, honestly believe that 
Mr.Moog is motivated by a lot of other things than revenue. 


fofan't express to you any specific 


reason why he would not do a lease-purchase transaction on the 


Mr. Shibley ay 





first planned building? 

Mr. Candy: The only thing _emeneimiees that he 
said against the thing is that he didn't like the building. But 
his enthusiasm for something different greatly overpowered his 
negative attitude against the building. 

Mr. Shibley: Then, Mr. Candy, taking you on through the 
exhibit, on page 104, there seems to be a suggestion inne last 
paragraph of your part of that page. 


\ 
be, Fax wg D) 
Mr. Bullbrobk: Could you relate & paragraph / 


Mr, Shibley: I'm sorry, it's just above 4.2. You notice 
fete asso 
it says; 
"While many facets of the building originally designed should be 
incorporated into a new design, the major changes in space 
requirements, deletion of computer facilities, lay-out requirements 
for efficient long-term qpage utilization..... incorporation of @¢ 
commercial space, would indicate tates an entirely new approach.." 
I refer you to exhibit 79. 
Mr. Candy: That's this memorandum of July | 6 to Nastich? 
Mr. Shibley: That's right. And inthe appendix to that 
document , ne first page, the last paragraph; 
"On the basis that Hydro would require a building roughly falling 
between a speculative ond pasta” ut 1aine (and because special 
Space requigements now that the computer has been housed elsewhere 
are not considered significant) it has been assumed that the cost 


fo rydro...." etc. 
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4:10 - 4:15 pm 
CA 
H-479-2 
Now, Mr. Candy, throughout your evidence you have repeatedly.x_, 


Mr. Candy: I didn't find the page here. 


{sin 


Mriish ib rey eit ni sorry, @ the appendix to that exhibit. 
This is Mr. Dean's memorandum to Mr. Nastich in July of 1972. 
we In the last paragraph he relates the fact that special space 


requirements are not considered significant. He also makes 


reference to the measure of quality that you are looking for as 
being something between a speculative and a prestige building. Have 


you any comments to make with a hla that statement by him? 
MR. Candy: No, except anm Ysay I'm not an accountant, 

and I think Mr. Dean ought to stay out of the architectural business. 
Mr. Shibley: You don't agree with him? 
Nr. Candy: Ho. | 
Mr. Shibley: Ali right. And yet it was left to him to 


work up the data respecting construction costs and so on’ 


Mr. Candy: @n Yes, well that is not related now. 
ee ee 
Mr. Shibley: I see,. 


Mir Sari Diet s . 
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a different thing. The financial @ aspects of this thing are 


one thing but the aesthetics and the character of the building Ok. 


@@ not really what they're looking at. 
weren't 
Mr. Shibley: Mr. Candy, whxxareanx& your financial 


ox: 








people in the difficulty that they had to find some premise 
for computing costs and yet there was no firm basis for such 
computation? 


Mr. Candy: You mean wesed on the proposals that we had? 


PS Ae 


Mr. Shibley: That's right. They didn't @ know what kind 


ee Cree ee 


of a ies, buiiding except that it was somewhere in between, 
in their thinking, a speculative and a prestige building. 


Mr. @g@@Hs Candy: Oh, yes, but they knew Sg we were 


— 


talking about $34 gop a Syme square foot. 


Mr. Shibley: But wasn't part of this exercise¢ on July 


lar 0". 
6?—I!ll relate it for YOU ...., Sa Cae 








- 
ie Jun e commission 





@@ met and deferred a decision as for further consideration? 
Mr. Candy: Yes. 
Mr. Shibley: I take it that this is part of ime that 
effort ots review by Mr. Dean in his memorandum by Mr. Nastich. 


Mr. Candy: Yes. 





Mr. Shibley: And he's trying to formulate s pq—uimee 


Some @mmimme conclusions as to costing. He's left with very 


little to go on in terms of precise information respecting the 


building itself. That's why he makes the kind of statement¢ =o» 


frso, LOS 
Mr. Candy: edd hidicnilede Factor of $34 Pp a square foot 
had been established long before that, -msxpipGaciameepepelfepveou,. I8 


this what you are referring tof. Why he didn't stay with that 





Quality of building? 


Mr, Shibley: Bm According to him he's there trying to 





test that. 


Have you examined that analysis, Mr. Candy, previously? 
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fvk 
Mr. Candy: This document here? 


Mr. Shibley: Yes. 





Mr. Candy: No, I haven't. 


ace ere 


Mr. Shibley: You've never seen it before? 


emo) ee 


Mr. Candy: No sir’. 
d 











Mr, Shibley: All right. There's no point in taking time 





with it then. Let's go on with your own exhibit. 

Can I take it, Mr. Candy then, from pages 10 through to 
15, those contain contents to which I should direct questions 
to Mr. Mink? Is that right? 

Mr, Candy: Ten through to i5? 

Mr. Shibley: Yes. 


Mr. Candy: Yes, I would think so, 7am: 





r. Shibley: Coming down to page 15,» Public Tendering 
ae Outside Developers, You start off by Aide ee "The public 
tendering and wregxprtt project nares e ee approach originally 
planned for development /{s eT oe aered as the only means 





of assuring thatfene lowest economic development is obtained." 
Had anyone made an actual computation of the comparative 
costs involved? 
Mr. Candy: I don't realiy know. I'm not aware cifaagigigaet 
if it was. 


Mr, Shibiey: You haven't any Knowledge or t_iema 


° 
a ee 





information in that connection? 


Mr, Candy: No. 


TT ee 


Mr. Shibdley: And yet this is part of youref fort? 


es 





Mr. Candy: I think I'm invcoived in that effort, certainly. 


PO ee BS ee 


\( 
Mr e Shibley: Then you go on and talk about; Fonsidering 





the developer 4s generally i=. I'm talking about page 16, second 
paragraph-="fhe developer is generaily also responsible for 
maintenance of the building after completion, “there is an 
incentive to provide a better quality building and thereby 


lis ; 
reducing ‘eps long-term maintenance abdtifh operating costs." 


Can you explain that, please? 
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{Mr. Candy§ << 





wee let's talk about the Travelerfs 
building for a minute. The Travelers§ building has painted 
walls. We are taiking about vinyl-covered walls that you 
don't paint. There are things that you can put into a 


quality building. 





For ISShEe SRM cur new 
buiiding we have quarry tile floors, we have quarry tile in 
the elevators; we have natural materials which do not require 
teg@eees maintenance but which cost more money. 

In many of our cwn buildings that we build for Hydro, 
a. don' 't get maintenance people for 40 cents an hour any more, 
Bid ovir a period of years it pays you to put more money into 
that building as a quality iin acs a reduce your maintenance 
costs as time goes on and reduce the obsolescence of that 
building. 

There have bean many schools built in the past which 
have been buiit for a very cheap price but which have peeiyVery 
expensive maintenance operation for boards of education because 
they did not put enourh money into them when they began them. 

Mr. Shibley: Yes, and I think, Mr.Candy, it is also a 
fact that reasonable wear and tear refergable to this building 
is at the risk, so to speak, of Hye JEP paibiiecas aout be 
eoterested in --~--~<.._ 

Mr, Candy: Yes. Now let me talk about reasonable wear 
and tear, We had a long discussion about this. What we are 
saying in reasonable wear and tear<s/Suppose you jave terri 

z, Stair 
floors: ams you eva seen on a terraZo/Wner€, if it has a lot of 
use, it pets aaeoea down a bit, dey it gets worn, @r you have 
seen hardwarda on doors that get. polished off a bit or tue 
if it is not solid bronze the finish comes off? that is what we 
are talking about in reasonable wear and tear and that is why 


I was satisfied eventualiy with the apreement with Canada Square 


Onthat basis was 





deat We were not asking Canada Square to make 
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(Mr. Candy) 


that bullding brand-new 20 years from now. Now that is 
reasonable wear and tear, We are not taiking about chips 

out of the plaster and this kind of thing, REasonable wear 
and tear are things that just normally happen Kiker wwhere 
materials will wear. For instance, you take hinges on a door; 


5 
you hinge a door and you have mot bDallbearing hinges and after 


a 


awhile these things wear ONG (Chey have got to be replaced, 

Well you can't expect Canada Square 30 year §$ from now 
to go round the building and renew all these things, And that 
is really what I am talking about Seg T say reasonable wear and 
tear, I am not talking about painting walls, I am not talking 
about washing the ceilings, I am talking about the natural 
materials, And when you get down to this business of the quality 
ofa po edtng you can build, there are buiidings MOMS today 
that are as good as the day they were but lt tinge dire 10 years 
old: and there are other buildings that you walk into and they a@ave 
a shambles because they Just can't afford to maintain gthem. 

Mr. Shibley: fs I think what you are really saying 

here, I gather to be that because the developer was taal to 


be responsible for maintaining the building for 30 years, in the 


course of constructing that building he would be motivated in 





building abuilding Bimggem 
" that would be readily maintained, 
Mr. Candy: That is right, And I know what you are 


leading up to. 


Mr. Bulibrook: YOu have rot me , I don't know what 
tc ene a 





he is leading up to. 

Mr. Candy: okay, (go ahead, 

Mr. Shibley: You carry on, Mr, Candy. 

Mr. Candy: But what I am Saying is perfectly true. 
When we get to the other we will argue that one but that is 


really the basis on which we want a quality building. There are 
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buildings-ee-building styles changes. I have gone back to 
buildings that I ata years ago to put on an addition, my 
and I walk in and I say: "God, did I really do that at that time?*® 
I can't understand it. But today we take an entirely different 
approach amma the materials that vee put ina building, there is 
an awful lot of exposed nagtural material put in buildings today 
Bhich does not require pai nt and does not require dusting, 

does not require finishings things that may cost you mose money, 
Ana it pays you to pay that much more money. It is just like 
buying a suit of clothesga. You can go to Honest Ed's, or 

you can go to a Pailor and the first day it looks fine, but 

after the rain it is not much good at Honest Ed's, But it is 

the same idea, end As I said yesterday, do you want a Datsun or 


a Buick? 


Tape H - 482 follows 
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~ U tl a en —- 


OR ede OH. |We're not iooking for a palace, We ee not looking 
for a Taj Manal, Hut we are looking for something that not only 
Will be a rood building (git 30 years from now but something 
that will be a good buikding 60 years from now. 
Mr. Shibley: All right, Mr. Candy. We'il go on with 
the exhibit. | 
T've 
walk“right into it now, but go ahead, 


ak 


Mr, Candy: 


Nee 


Mr. Shibley: No, I'm not going to let you walk into it! 


We'll go on with the exhibit, I want to deal with page 19 of this 
| 


document. 
Mtn Candyrts a9? 


a eres 


Mr, Shibley: It starts offs 
| "During the past year, Intergrated Financial Planning has 
carried out a number of feasibility studies to investigate the 
Mienomic advantares of a lease-purchase arranpement. Critical 


‘comparisons were made between the cost of internal financing, 











maintenance, and management and that of external ownership, 


j 
i 


ee rement and maintenance cf a buiidine. The main conclusions 


from these comparisons left the advantares of internal management 
land financing somewhat in doubt," 

| Now here again, Mr. Candy, am I clear on this that the 
studies that you are referring are oniy those studies about which 


we have now had documentary evidance tabled, and no others? 





Mr, Candy: Yes, I would say So, I don't know of any 


others, there Lenebhing that we have pot that you haven't pot. 


. Mr. Shibley: While we are on as perhaps counsel for 


aa re. 


Hydro could confirm the accuracy of that statement. I am not 
Suggesting Mr. Candy would mislead us but his own information yy 


may be incomplete, I am concerned to be assuré d that the feasibility 


| 


Studies that are referred to in this document are those for which 
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(Mr. Shibley) 
we have seen the documentation in exhibit, and no others. 


Mr. MeCallum: Yes, we will investigate that oud reply. 


2 ee mere wre ee =) 


MrvrSnieiey: All arhents And, of course, if those are 


ad 


the only ones , . @ymgestomm 








the conclusions are that the advantages 


are. 
¢ internal management and financing gm left in doubt, aie 
| , 
etesmemgemecreseeniin.“Apain, they are founded Ye the documents 


that have now been exhibited, Is that correct? 



































Mr, Candy: Yes, I would say so, 


| Mr, Shibley: Now then the next paragraph says: 


e “tn consideration of these conclusions it was decided to 


request preliminary pronosais from five prospective‘ ‘}, firms ee 


Th fact, they approached you rather than vice versa, 1s that not so? 


Mr, @andy: All but one, 


rer ere es st 

















| Mr, Shibley: Ail but one. Canada Square you approached. 


re ren eer ee eS 


Mr, Candy: We approached Canada Square and the others 


er eer cs = 


approached us. 


Mr. Shibley: Then turning to pare 21, you deal with 


Oren suo SS ee 


the financial arrangements, Now again, is this part of your 
contribution® 


Mr. Candy: No, that isn't part of gy mine at all. 


oe ere nen ate eer a 


My. Shibley: It's Mr. Minkts/ 


MpPk Candys* Thats: richt. 


Se remem cece es ow noe at + 





Mr, Shibley: On the very next page, Mr. Candy, there is 


a sheet setting forth lease-purchase proposais of the four 





2 eT 


developers , and again I ask you to note that Horizon is calculated 
on a $30 ner square foot cost. 


Mr, Candy: Yes. 


Mr. Shibley: You haven't been able to resolve that disparity ? 
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Chairman: Mr. MacBeath 





thats—t~dan'i_really understand_it. 


Mr. Shibley: I would like to ask you, I note that 


ad 








the architectural firm mentioned after Ellis-Dong and Y and R 
XeeWebb, Zevata, wii Menkés. Nave you any comment to make inne 
terms of their quali ficktiona to do a building of the quality 
which was of interest to Hydro? 


Mr. Candy: There is nothing wrong with them at all. 


They are very well qualified, 


Mr. Shibley : And would that firm have people within it 
well qualified to make estimates as to costs of a structure 
Such as is presently under development by Hydro? 

Mr. Candy : I don't know the internal operation of the 
firm, whether they use outside consultants for that or whether 
they have their own estimaters or what. I would think "Ranney pe 
2 .0t of Sceireerye an doing, this kind of thing in their own 
internal Ce arn ert Be this type of thing on a square footage 
basis, based on records they keep of other buildings and so on. 

Mr. Shibiey: Yesterday you undertook to provide me 
with the werkup data beinr prepared by the firm of Hanscomb Roy. 
Onfthe basis of that materiai would a firm such as as Gite be 
@mi Menkés be able to take off the projected cost of this buildng? 


Mr. Candy: Well, it is all taken off, it is broken down. 


ae a Se, 





a 


Mr. Shibley: Oh it is broken down? TI have yet tog 


RE Oe pre 


See it. 


Mr. Candy: Yes, that is just a fixed price, we are 


egress FESO 


trying to pet that for you, Mr. Shibley. It is several BAe 





ee and it is a breakdown of the whole thing. 


Mr. Shibiey: Now in this document there is no 
x 


MR ne poh 


indication in it of the consequences of the exchange rate effect 
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4,30-4.35 p.m. 
M.F., 


ee BUS me AO 
(Mr. Shibley) 


upon those developers proposing a source of ffnancing outside 
of Canadag <0 hare P 

Mr, Can dy: I guess in this they are all indicated 
as being in Canada except Canada Square. 

Mr. Shibley: Yes, but in terms of this being a 
Stine Submission ultimately intended for members of the 
commission, did it alert them to the effect of a flucthation 
in exchange rates referpable to non-domestic sources oF funds? 

Mr. Candy: Well this was certainly a subject that 
was brought up and mentioned, and I had obtained confirmation 
from Canada Square that regardless of the source of their funds 
feamefiemada or their interest rate that their rental of teeBx $492 
paosoteetics and I remember~-vand Mr. McCallum will corroborate 
this~.even at the commission meeting of July 19th, I mentioned 
as. several Pe that tems their rate was tanen and I had 
obtained $e" from Canadalsquare . 

Mr. Shibley: Mr. Candy, I am talking about an exchange 
rate Po I remind you that under the agreement the risked ---- 
Mr. Candy: Oh I am sorry, I am sorry. 


TTACHES 1.0 
Ae s 


See Se SS 






Mr. Shibley: That 2 the exchange rate 
A h 
Was heightened. 


Mr. Candy: That is ours. That is right, that is ours. 


os SE 





Mr. Shibley: My point is that there doesn't appear 
to be any communication of that circumstance either in this 
Schedule or in the document. 

Mr. Bulibrook: Isn't it - I am sorry, Mr.Shibley - 
isn't it under the “comments” sectiogn? 

Mr. Shibley: Didl miss it? 

Mr. Bullbrook: It Says, 1.0 1 am Pooking-gt «=--=—. 

cee Ne 

Mr. Candy: Subject to foreign exchange variation." 


ES 


Mr. Bulibrook:“Subject to foreign exchange variation.’ 


OO te Cr IS tee 





Mr. Shibley: Where is this? 
ORE Ree 
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H - 483 - 3 


Mr. Candy: Over on the right-hand side. 

Mr. Shibley: Oh f am sorry, this one does have ity; 
youpre right; So it was pointed up. Thank you, Mr. 
Bullbrook. 


EFFEcT 
Was there ever an analysis made of the aed of an 


OvER 
exchange rate fluctuation RE the term of this lease? 
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Mr. Candy: I believe there was, but that's 
something that I think Mr. Dean will probably bring out. 

Mr. Shibley: All right. Then skipping along 
to Table number 2, which is two pages along, this is a relative 
risk factors table. Would you please explain that to the eemktee | 
se wn 

Mr. Candy :";’another one of Mr. Mink's efforts, 
but anyhow I'll try and explain it. This is really what it says, 
relative risk factors. We took each of the developers and the -==, 

Mr. Chairman: Could you speak up a little please, 


Mr. Candy? 


Mr, Candy: Pardon me. We took each of the 





developers and the possibility of construction costg escalation. 
You'll notice there we rated them all even down through that 
column. The financing rate escalation, the possibility of that, 
we felt, with Ellis-Don, was low; Y and R lower; Canada Square 
higher; Horizon lowest. Effect iggy of foreign exchange -=,Ellis- 
Eeniwhich was enaaywas none ; Likely none for Y and R; higher 
for Canada Square and none for Horizon. Design philosophy -=, 
Ellis-Don -=-y 


Mr. Shibley: Just stopping, Mr. Candy. This 





really means that the risk of financing rateg going up was lowest 


with Horizon, because of course, their rate was already high. Is 


rs 


that correct? 


Mr. Candy: Yes, that's right. 


SSS ST 


Mr. Shibley: Whereas with Canada Square it was 
iene nee 


higher because their --- 


Mr. Candy: Because their rate was lower. That's 
eee 


right. 


Mr. Shibley: --- rate was lower. 








Mr. Candy: That's correct. 
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Just a 
Mr. Shibley: A talking about vaver = because 
at iclenndeitiemetinbad 7p 


it spreads itself ail through the gs the rate at which 
Canada Square was talking at this time was what? 

Mr. Candy: Well, in their proposal, of course, 
it was~six’and a half and seven, wasn't it? But our financial 
people assume this) to be eight in their figuring. 

Mr, Shibley: Eight per cent and ultimately the 
agreement is predicated on an eight per cent rate. 

Mr. Candy: That's pag A - oy em 

Mr. Shibley: If they get a lower rate than 
eight per cent then there's an adjustment. 

Mr. Candy: That's right, yes. 

Mr. Shibley: And again, with respect to foreign 
exchange, What this really is saying is that there's no effect 
of foreign exchange referable to the Ellis-Don proposal, whereas 
in Canada Square it's highest, because of course they'd indicated 
that their source of funds was to be foreign, 

Mr. Sonate At that time it was to be foreign. 

Mr. Shibley: Now then, when we come down to 
design philosophy, Ellis—Don are given a rating of very good, 

48 is Canada Square. Is that correct? 

Mr. Candy: Yes. 


tieeeeeeenneneeenenne 


Mr. Shibley: On what basis did you make that 
iene 
Judgement? 


Mr. Candy: That's a good question. 
icin onetime 
Mir, Chairman: I suggest that we take a recess 


Sit Noto AROS 
here for 10 minutes, 


The committee adjourned for a 10_minute recess, 
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H-485-1 June 14/73 
5-00 to 5.05 pm 
DT 
Mr. Chairman: Well, ladies and gentlemen, I 


call the meeting back to order, They have indicated there 





|may be a vote in the House shortly, so we will try and cover 

a bit of ground before we are disturbed. 

| Mr. Allan: Mr. Chairman, I wonder this time 

if they could let us know just about when they are getting 
ready for the vote and then we wouldn't go there and sit 

there for 20 minutes. 

Mr. Chairman: Well, that's what they are supposed 
to do. The last time I think, we didn't do too badly. We 


? 
were mx perhaps up there five minutes. 























Mr. Allan: Oh, we were there longer. som 


| y) 
| Mr. Chairman: Longer than that? 
| 


| , Nodasons ’ 
| Ne emma! Six minutes, xeme Jim, 


Mr. Allan: What? 
Mr. Chairman: Oh no, Mr. Allan, I don't very 
often Gwikoict.¥v, but I don't believe that. 


| ’ Mr. Renwick: I will arbitrate (emcee, (hat dis pute 
between the Tor Member Sa 
/ Mr. Chairman: Mr. Shibley. 


Mr. Shibley: Mr. Candy, you will be pleased to 


know that I am still hopeful of finishing your examination 

| can aif 

this afternoon so <gam% if i ai work a little harder for a 
4 


| 
little while we may be out of here early. I want to deal 


next with you with the pro-ration that went on as part of 


the Same exhibit on page 30. You notice the rental rate 
| and 
a 


| af t 
pProposed/the equivalent cost ‘mse $34 gp per square foot egg 
fo begin with, Mr. Candy, you have already said that this was 


| “yy 
Mr. Mink's concept. Is that correct‘ 


Mr. Candy: That is correct. 
Mr. Shibley: Was there ever any discussion between 


yourself and Mr, Mink directed to the effect of pro-ration 


upon the comparative position of Canada Square and the other 


developers? 

| 

| Mr. Candy: No, I would say not. When we had established 
i quality of the building at $34 gg, the idea of pro-rating 

| 


hem to bring them to a common denominator was Mr. Mink's idea; 


| 
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H-4 85-2 June 14/73 
3-00 to 5205 pm 
DT 
(Mr. Candy } 
and I quite frankiy felt that it was quite a fair way of doing it. 
Mr. Shib ley : Why do you say that? 
Mr. Candy: Well, I think that you could have 


taken any figure. You could have brought somebody down and 
by <a 


the others Ub fiimd “rought them ail to some common denominator, so 
GquameiemenamEnrmigie. it ~put them all on the same dDasis, which 
was what we were really trying to do. 

Mr. Shibley: Notwithstanding that, you were 
dealing with three other developers of experience and reputation 
on the field... 

Mr. Candy: Yes. 

~ Who 

Mr. Shibley: 5a had proposed buildings to you 

of a quality that they believed met the standards laid down 
remained 

by you at a cost less than $34 you made rigid in your 

thinking that it should be $34 g@@ per square foot; therwise, 

you weren't getting the building you wanted. 

Mr. Candy: That is correct, Mr. Shibley. 

Mr. Shibley: Why would you reject the assessment 
of three other developers that they couid provide you with such 
a building at a lower cost and pro-rate the estimates 
downwards rather than upwards? 

Mr. Candy: Weil, {I think as I probably said the 
other day, when you look at buildings « and I went around and 
looked at buildings, if you walk in as a layman to look at a 
building, you look at the floor and the walls and the ceiling 
and so acres doesn't give you the quality of that building. 
Really there are so many other things involved in the quality 
of a building which are required. I felt that in establishing 


this $34 eae quality that we were establishing sgaegs 





@eemems 2 coal which we felt we had to achieve in order to get 

the quality that we were demanding for this particular building. 
Mr. Shibley: Well, Mr. Candy, I put it to you 

very squarely, it appears that because the effect of pro-ration 


Was to make the Canada Square bid more competitive that—thés 
2, 








- rt . TP ; a 
HE intial’ %o ved nest a waidial Baw ” 7. 


Qinie’ yee tiey Ob NG 

















| 4 > v 
' sVSA i : MD be if ON ; Sfriad Krier IT Pe be 
i! bank awob chotene? Jigunsd yas OE het 


J a j* 


| .» “noganitihionsbh noniep eroe Of Din mont, araqvote 





A 
4  afked esa add ool SE) TeRew Whe 
ot utp kappo ‘ison 8 
a. 
Hemet pas canton PE SL es. 
"J | jl aVeh sense : ie 
| ay 
\ \ 
¥ 4 
} 
| 
t 3 
pi 4 
| Sid ii \ re as »* oraoh 2 ‘4, 
ay 4 ened: eric YOFM O@. -8'TR” 
Ay ; i grit giatc T  bealevet eee 103% ae 
Wr Gaetan © [Uc tne6tow sy Gade es 
ha i; Z ayVg fe Z o> ti { She si¢? sw nfoetiw i 


TAloLdtha 8trht Toh ma bhooteb spew ew ome 
a 







9 SE My t YOO Sul eM | gRetenne 


ae 






ie? 


‘bry Io t Da) itty) seusped Inst? a ac 


“ate fois la 









aa E args 


H~486 ~ J June 14, 1973 
Da -= eo Ds Ms 
M.R. 


(Mr, Shibley) 





that this may have been part of the reason for doing its 
and I want your unequivocal comment in that connection. 

Mr. Candy: All right, let me tell you how I did 
it, my thinking in doing it at the time, nd I did this after 
I had received the proposals. At that time, I had not 
really given too much thought to this. Now, Qaim, as 
I said before, been Working along with Canada Square, And 
what I actually did? I took the Gost ae the previous -tiit building 
which we hadwright Here gst oh had been accurately estimated. 
The estimate by Hanscombf Roy was always based on the 1968 
price. When we finally wound up this contract and pataport 
the architects ab 75 per cent of their fee, we went into that 
building very thoroughly trade by trade. We took the 
escalation of the labour and the material in every trade and 
we came up with a total escalation of 10.4 per cent in that 
building. 

Now that brought that ewer Sia of Devember 31st, 
ao?) ‘geo. 73 a square foot. Now I knew that in 1970 we had 
a 10 per cent escalation and I knew that in 1971 there was 
about a 10 per cent escalation. Actually, according to the 
indexes that escalation was about 19.6 best took 20 per cent, 

- Ba ae 
@ee I added 20 per cent to that cost which is about $6 by 
itself. 

So I was already up to $35 or $36 without including 
interim financing and @gmam design fees. Now I knew that in 
that iriaasegs is iL have outlined ees were certain 
things about that building in which I felt we could reduce 
some cost, 

At that point I had two figures. I had $34 and 
I had $26. And there was no way that I could see that Ho e 
we could possibly get what we wanted for $26. And f bests 
from that point that the minimum that we could accept -«~.now 


remember this is the package price. and the minimum that we 
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ee 


could accept was $34 to get the quality of building that 

we required, 
Mr , ir, Shibley: roa Fad Candy, in December of 1972, 

and particularly the 6th of eee, I gather that you 

made 4 #% computation emer or a Brehioue of the $34 per square 

foot price, And it am producing that breakout to you. Was that 

smnmmantinns prepared by you? 

Mr. Candy: Yes. 


Mr, Shibley: Yes, I'd like that made the next 


PI Oe Ee 


exhibit. ex hibit 
Mr. Chairman: /157. 


CMR Nea AEEEITO! 





Mr. Shibley: And at the same time you prepared a 





further memorandum of the same date referable to the square 
foot costs for various buildings in the city of Toronto, 
Ana I ask that that be produced to you now and made the 
next exhibit. 


Mr, Chairman: Exhibit 158. 





You referred to the same date. Mr. Shibley, qs there a date 
on that first document? 

Mr, Shibley: Yes, December 6th, 1972. It's 
cut off on your copy but at the very top it's December 6 te , 
1972. 


Mr. Chairman: And that's the date on the second 


a 





one too? 


Me Shibley: Yes. 1 oreo Rizr, Eanes that 


he Ne na eT ME 


these are, so to speak, after..the. fact Gohuientavcet but 





dealing with Exhibit 158 first were you alert to the 
relative cost of constructing the buildings mentioned in that 
exhibit ag at the time you were making the report of April 
mm, 1972? 

Mr. Candy : April i0. You are talking about 
Exhibit 157 now? 


Mr. Shibley: 158. Were you alert to that information 
eR ae 
when you did the peagetiy 








jin April of 1972? 
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Mr. Candy: No, no I was not. 





Mr. Shibley: Were you aware of the coststhat 
had been incurred in buildings currently under construction 
or only recently under construction? 
Mr. Candy: Aware about buildings currently ac 
Mr. Shibley: What I'd like to know is@¢when you 
did the prorating in April of 1972, did you know at that 


time that the Simpsons Tower had cost $34 a square foot? 
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June 14, 1973 
5 AOBCS S15 
Mle 
Hay Syl 
(Mr. Shibley) | 
Ln hippest of 25 42,—-bid—you—know—at—thrart—tme—thet—the—s-tmesons—Power 
had—cost—$34—per square TOO? 
Mr., Candy: No, I did not. No, I did not, 
Mr. Shibiey: Or that the Travelers building had cost 
$282 
Mr, Candy: No, I did not, 
Mr, shibley: You did not know that? 
Mr. Candy: No, 
Mr, Shibley: So you were just Simply going on an index 
of inflationary cost trends? 
Mr. Candy : That is correct and I was taking it based 
on that building. It's so difficult to pet the cost of any 
| Building, really; to know what is in the eost and what isn't, Ana 
this was the reason I went back to Ellis-—Don on February 2. And 
| Ben I was talking Horizon in his office on April 7 I asked him 
| ee same question, When he rave me the cost; and I am sure he 
|Was talking about Travelers bdbuiiding, Ana these costs that you see 
that I got from ka Hanscomb Roy, these were costs as of that date. 
Mr. Shibley: Yes, all right. Well then poing back to 
157, I would like to understand this analysis as it relates 
to the arranrement you have with Canada Square for the reduction 
of rentals Should the cost be less than $34 per square foot, I 
shouldn't say. ‘cost; it should 0g appraised value be less than $34 
Per Square foot. Can you do that for us please? 
Mr. Candy: Yes. What I am indicating here by this Exhibit 


AO RO La ) TR 


157 is that Weg these are fj all the costs that go into building 


that. building, seemeniieens A will see down there I included 


Teflective plass, and the reason I included reflective plass is that 








this 1s something that was added that nobody else had firured on. 
But regerdiess of that, I was trying to pet to a price that was 


ha after you fftook out your building permit, Department of Labaur 


approval, sewer impostg@, interim financing, architects! fees, and 
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Mets 

H-487-2 
(Mr. Candy) : 
so on and get down to what was left to ote the building. So that 
we are talkinz, if you take out, for instance, the curvel building, 
that was an estimate of how much more it cost@ for that curve at 
YAY that time. I have nrepared other statements since then an in 
which I have omitted these two, which I think you have a copy ofs4 
But it winds up with the actual construction costs of what @ we #re 
talking about beinrs in the area of $28y $29 a square foot , and 
the rest of it is interim financing, So that when we get through == 
and the cost that we are talking about of Canada Square is the 
complete package of building that building. When you are talking 
to developers this is what you are talking about, i the package, 
tne This includes, then, not only the cost of construction but the 
cost of financine, the interim financing, the cost of everything 
that roes into that building, his shicks on the job, his overhead, 
but not his pvrofit. And I have indicated by this what is left 
ror Metual construction cost of the buiiding. And that figure 
that is left at the bottom is the firure that we are now coste 
controlling with Hanscomb Roy to ensure that we pet that cost out 
of the buildinr, 
ioe Shibley: All right. Now :=» 


= ——. 


Mr. Allan: Mr, Chairman, couldg I just ask for one bit 
an ‘ew ie 
of ae explanation? The $27.23 construction costs including 
contractor's overhead and profit. I wonder if you would clear 4 


orofit® shoul f be it Herve, 


Mr, Shibley: Yes, Mr. Allan, that's very much in my mind 





for us whether or not that ijssa@ees 


oS EE EE 


also. Mr. Candy, you used again a term in this document,'profit ," 


and you had earlier said that there was not to be a profit refergable 


—— 


to the construction of the building. 
Mr, Candy: I know, I know. For instance, f if I had just 


said constnuctiong costs it would have been more. @11 I am saying 


there, Mr, Allan, is that what is left is what is int@ there to 
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H-4 88-3 


(Mr, Candy) 
build the building. And I think when we get to examining the cost 
of this particular building you will find eHebsens that does not 


inelude profit. So it's a matter of— 






Mr, Shibley: I eens. $3 price formula for reduction 


of rent, when the appraisal of value,.and I am using the terms usdd 


in the Dentent wlaae ais 


Mr, Candy: Yes, yes. 


Mr, Shibley:..when the appraised value is made, is there 


~ oO 
to be an allowance for contractor@'s profits? 
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H-#88-1 June 14, 1973 
5.15-5.20 pm 
CHAIRMAN: MACBEGH Vin. 


(Mr._Shihisy). 

Mr. Candy: No. & There will not be an allowance 
for profit in that appraised value. 

Mr. Shibley: Now,then,Mr. Candy, I don't intend 
to w review any more of the documents with you. I want to 
Just review some general matters. Taking you back to LaT 
you have already indicated to this committee that in the 
spring of that year you were still suffering from the con- 
sequences of the deferral of the construction of the build- 
ing which had been planned sn ES 

Mr. Candy: Yes. ; 

Mr. Shibley: And you have indicated an anxiety, 
as well as an ambition, to see the new head office building 
constructed while you were still actively engaged as chief 
architect for Hydro » Ts that right? 

Mr. Candy: That's right. 

Mr. Shibley: You have also said that the first 
time you had any tistim communication whatsoever referable to 
Canada Square or any” Siege feines Ses tneluding Mr, Nene 
was when Mr. Sissons Pas totes you to attend with 2 nd 
Mr. Witbeck at a meeting at the OISE building. 

Mr. Candy: Yes. 

Mr. Shibley: That you had no prior communication 
with any one referable to & establishing contact with 
Canada Square or Mr. Moog? ¥ 

Mr. Candy: Thats right. That is correct. 


—— 


Mr. Shibley: That the enthusiasm, if I may use 





that term, with which you viewed an alliance with Canada 
Square emanated from your examination of the OISE building 
and, if I may say so, the rave notices you were getting 
from Mr. Brooks. 


Mr. Candy: That i8 correct. 
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H-488-1. June 14, 1973 
5.15-5.20 pm 
V.H, 
Mr. Shibley : And for no other reason? 
Mr. Candy: That's right. 
Mr. Shibley: I put it to you very frankly-Was 
there ever any cccasion on which anyone involved in govern- 
ment or with the Progressive Conservative Party, nee 
with the Premier or his Cabinet, was in communication with 
you to encourage you to deal with Canada Square referable 


to Hydro's head office building 


Mr, Candy: Absolutely never at any time. 





Mr. Shibley: So that, whatever conclusions this 








committee may arrive at referable to the measure of your 
enthusiasm, are you telling us under oath that that enthusiasm 
was generated by reasons altogether unrelated to any circum- 
Stance of the relationship seb 7ilge friendship between Premier 
Davis and Mr. Moog? 

Mr , Candy : That is absolutely correct. I was 
never motivated by anything like that. 

Mr. Shibley: Bie hen Maa eas you did make 
mention in your June 11, 4971, memorandum to a communication 
made to you by Mr. Moog, referable to his plans to go to 
Europe as an advisor to the Premier respecting further 
finant¢? 

Mr. Candy: Yes, 

Mr. Shibiley: I want it a matter of record as to 
exactly what Mr. Moog said to you in that regard, 

Mr, Allan: Mr. Chairman, before that question 
is answered, am I correct in my recollection that the word 


advisor was not used? ~ 
Oy CLA it yaa 
Mr. Candy: f mes 


om: 9 z: 
Mr. ies Shabieyee reci esi rs Atian\ ees es yon 


= 


if we can just have a moment, its June 14 | I am et hibit 11) 
June 14, and the words employed weree "He stated that he is 
going over to Europe in a couple of weeks and asked if he 


could borrow some prints of the drawings ..." Thats not 


ah H-489 follows | 


the one either. 


24 
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H 489 - i M.S. 





Mr. McCallum: Exhibit 13. 


SR per  ra 


Mr. Shibley: It's Exhibit 13. It's the second 


eee ee ae 


last paragraph on that page: “He says that he is going over to 





Germany next month as an advisor to the Premier of Ontario p=" 


Mr. Allan: I was quite wrong. 


OEE ETS 


Mr. Shibley: Yes.‘4As an advisor to the Premier 


= Sat 





of Ontario to arrange further financing for the province. Now, 
Mr. Candy, you compiled this note on June 14 and it relates to 
an exchange you had with Mr. Moog on June ls 

Mr Candy : Yes. 

Mr. Shibley: I want to know precisely whether 
this statement of what was said, is what Mr. Moog said to you; 
and if not, then exactly what he did say to your 


Mr. Candy: To the best of my recollection, Mr. 





Shibley, I think that what he said is what I have there. 


Mer. Shibley: So that Mr. Moog == whatever was 


Sas 


the truth of the situation 





7 said to you that he was going over to 
Germany in the month following, as an advisor to the Premier of 
Ontario to arrange further financing for the province? 


Mr. Candy: Yes. I think the only change might 





be that he may have said he expected to go over. Now, I'm not 
sure whether that is correct or not, but he did mention that he 
expected to go over to Germany to advise the Premier on securing 
funds for the province. 

Mr. Shibley: There's no question in your mind 
that he said that to you? . 

Mr. Candy: No, I don't think so. 


PARAL A TLS. 


Mr. Shibley: Now, relating that communication to 


AOS EK: 
you on that occasion, I take you again to the question that you 


were enthusiastic about dealing with Canada Square through the 
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N (Mr. Shibiey) 
summer of [A71 — 
Mr. Candy: Yes. 
. Mr. Shibley: And, in fast, you embarked upon 
what I might a collaborative effort with people at Canada Square 


Fight 
to develop a PropoEas hems did you not? 


Mr. Candy: That's right. 

Mr. Shibley: And you provided them with certain 
input and they provided you with certain input, ds that correct? 

Mr. Candy: That's correct. 


Se 


Mr. Shibley: But notwithstanding that See Camshaaces 





‘aa your motivation in that respect wags in no way influenced by 
what Mr. Moog had to say to you respecting his contact with the 
Premier? 

Mr. Candy: Absolutely not. That had no effect 
on me at all. That didn't mean a thing to me as far as that was 
concerned. I thought that in mentioning that in the memorandum 
that it would reinforce the fact that he had connections for 
borrowing money. The political connotation of that had no effect 
on me whatsoever. 

Mr. Shibley: Mr. Candy, to the best of your 
knowledge and SP aeranion: ave all documents in your possession 


referable to the issues before this hearing been produced to me? 


Mr. Candy: Yeg, sir. You have everything that 


eer ry 





a 


I have. 


Mr, Shibley: And to the best of your knowledge 





and information, can you tell us anything more as to whether any 
other person in Hydro was influenced by any circumstance other 
than what was in Hydro’s best interest, referable to the making 
of this contract with Canada Square? 

Mr. Candy: I know of no other circumstance of 
anybody else in Hydro. Tnis was never mentioned to me. It was 


never brought up 4s a problem and I was never influenced by anything 


like that. 
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Mr. Shibley: You were never party to any 





discussion with anyona bx, 
Mr’. Candy : No, sir. 


Mr . Shibley: pm to the effect that because 


AER ES 





Mr. Moog was a friend of the Premier's wm 


Mr. Candy: No, sir. 


ETE VR Ra 


Mr. Shibley: +—4 this job should be directed to 


AR WOE ace Cea ae el 


Canada Square? 


Mr. Candy: No, sir. 
bade a 


os 


Mr. Shibley: All right. Have you any information 
or knowledge referable to the allegation of a threat made to one of 
the developers? 


Mr. Candy: I have absolutely no information on 


that. The only thing If know about that, I think it was in the 


paper or something. That's the only place [ ever saw it. 


Mr. Shibley: That's the article by Mr. McAuliffe? 








Mr. Candy: Yes, 





Mr. Shibley: In the Globe and Mail. 


Se es ae 





wee 


Mr. Candy: I saw it somewhere in the paper. I 


es 





we knew about it, but { have no information about it at all. 


Mr. Shibley: Mr. Chairman, I might say this at 


remrwres| - at 








this time, Mr. Candy is going to produce certain additional 
documents to me that may require his furbher testimony later on. 
It's also possible that following upon the evidence of certain 


of the developers, it may be useful to recail Mr. Candy. Bagi. 





Tape H 490 follows 


Pee 75, 


ad flalons 


aaa? old etfupde veaudedd ot of sirfem 





squeoo0) Pd MST ev eHs os i 7 UE eNe oH 
——— ST 
rea 2 telnet) Gay to tiene a a 


Jnl oh +—~ - Ve I@ith af 


4. eral é Se a an%t 










qin, oF i aiddeoed a 
a aes 


—. - >e -Set=as Gee 


“is .0Y <¢bnae, ah 
i 


is °a LLk - ovate ia 7 


eee late Gate 5 


tae 

wif: ot >@ Tw 

wit Oo? efdsagteq 0) V 
Te o00T bai ‘ 


vi 


ig? eve.) I MeéeyD . 98 


2". 19m ga ae 


Joos wonk | gelidd ying 


: 
saldgomoe i 


(a Vine ey w' gaat 


; J3f re{datae w 
—_—— = = 

27 ipo 4 

7 “a fol e@igt =) 
a 

"ugz yoran 17m 


up Pree >, ante PT hin .AM 4 ome 






= <r 
-% ; : 
“equ antwellos seq) eldrerog oats ptr 
. ar oa: . 





‘sew « Tim gf » *249Q0leveh ‘ 


ie De 
a Sa 


e 
Ag 
ie} 
3 


June 14, 1973 
Mel o— 9.30 Dsils 
Mies 


H - 490 - 1 


Chairman: Nr. MacBeth 
(Mr. Shibley) 


But at this point in time it is my recommendation to the 
committee that we complete Mr. Candy's evidence or closeg@ it 
off. I don't feel thatreviewing the supplementary documents 
that were ee teens him or received by him, which are 
that it 

really self-explanatory in terms of their content ,/would be 
useful to review those with Mr. Candy,agda £x ete ae members 
of the committee feel otherwise my intention is to close off 
at this juncture. 

Mr RG. Hodgson: Can I ask just one question, Mr. 
Shibley? Exhibit 14, page 2, the $34 per usgable square foot 
of floor space mentioned there, did it have any influence or 


did it influence him in any way in arriving at his calculations 


of #2 $34 ta the document? 


Do ~ | alr A 
Mr. &hikhiexx Candy: Wnht , letter wigein there? 
eee a 


Mr .Chairman: Do you know, Mr. Candy the exhibit 
referred to? 

Mr, Candy: No, {I am afraid I don't. 

Mr. Chairman: All right, we will produce it to you. 
While that is being Bueduced 4 have the same question tdaxqeeme 
Qigieorn I asked Mr. Sissons, Mr. Candy, along the line of the 
documents that have been presented to you or that have been 
presen ted in evidence tht either were addressed to you or ‘ 
came from you, you are satisfied as to cnet gudanamk that “"enea. 
they are actual documents? 

Mr. Candy: The documents that have been addressed to 

Mr. \ ‘No, that have been entered in evidence, 
I assume you have seen them all&%,,that are either to you or 
from you, You are satig8fied that they are the genuine documents f 


Mr. Candy: Oh yes, that is correct. 
a ena Te ? 
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‘Mr. Renwick: Mr. Chairman, perhaps Mr. Shibley 
would just in the same effort to be frank about this, ask 

Mr. Candy whether he rechiplea any personal or private benefit 
from the co-operation with Canada Square? 

_Mr. Shibley: { would be giad to. Mr. Candy, having 
regard for the manner in which you dealt with Canada Square 
throughout the summer and fall of Fi, am thinking now in 
terms of reviewing some of their plans, making comments upon 
their proposal, and so on,..was there at any time any form of 
compensation made to you or benefit derived by you from Canada 
Square or from anyone on its behalf in return for your 
participation along those lines? 

Mr. Candy: Absolutely not, I have received nothing 


from Canada Square, I have never socialized with Canada Square, 






a very meeting 


ras pt 7 
ar 


I have never been on their boat, 
I have had with Canada Square has been on a strictly business 
basis, add I can assure you that I have received nothing out of 
this whole thing. 
Mr, Chairman: But headaches! Mr. Renwick, I do n't 
want to cut you cff but they are teiling us that the vote is 
ready to be taken. mr AG. Hodgson hasn't had an answer to his 
question yet, ll will get Mr. Hodgson's answer unless there 
are additional questions. 
Mr. Renwick: IT have no further questions. 
Mr. Chairman: Ali Phent vhen, Rae let's have the answer 
to the question. | 
Mr. Candy: Could I just answer this? Mr. Hodgson, this 
refers, this is the $34 for... Moysin my memorandum that I forwarded 
to Mr, Sissons I mentioned there $32. My understanding was it 
was 500,000 square feet at $16 million which was $32. I didn't 
know until this inquiry that they were talking SEers3, fo this 
had absolutely nothing to do with my fixing the price of $34. 
Mr G. Hodgson: You would say that it was a co¢ncidence 


then? 
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Mr. Candy: Well it may be a coincidence but it had 


nothing te do wi th 5 

ENN beaten Mr.Candy, xau it has been a grind for you, 
Bd sopresiate you being with us and giving us the help you 
have. The committee will meet again on M@nday at 3 p.m. 


The committee adjourned at S330 o'clock p.m. 
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INDEX TO EXHIBITS 


Exhibit Page Description 
155. 468-1 Draft Report - April 4, 1972 - 


by K.H. Candy and F.J. Mink 
re Head Office Development 


156. 468-1 Draft Report — April 4, 1972 - 
by K. H. Candy 
re Head Office Administration Building 


ye 486-2 Memo — December 6, 1972 - 
by K. H. Candy 
re Cost Anaiysis, New Head Office 
Building 


158. 486-2 Memo for file - December 6, 1972 - 
from K.H. Candy 
re Construction Costs and Rental 
Rates of Other Buildings 
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R.G. Hodgson 
W. Hodgson 
J.P. MacBeth (Chairman) 
W. Newman 

J.A. Renwick 


G.W. Walker 


Clerk of the committee: Paul Moore | 
Committee counsel: R.E. Shibley, ee 

| 
Ontario Hydro counsel: Pierre Genest, QC 


James McCallum, gc 


Canada Square Counsel: Douglas Laidlaw, @C 


Former Commissioner, 
Ontario Hydro: Lt-Col. A.A. Kennedy 


Manager, Building 
and Office Facilities, 
Ontario Hydro: J.L. Witbeck 


List of exhibits introduced during this sitting appears on 
last page. ; 
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LEGISLATURE OF ONTARIO 


SELECT COMMITTEE - HYDRO HEADQUARTERS 


The committee met at 3.10 o'clock, p.m. in the 
epbe¥s" board room. 

Mr. Chairman: Ladies and gentlemen, I call the 
meeting to order. 

Mr. Shibley, I understand you wish Mr. Witbeck as 
the first witness this afternoon. I would ask Mr. Witbec¢k to 
come forward. 

Mr. Genest: Mr. Shibley, I thought we had arranged 
because of Col. Kannedy's commitments we would be taking him first. 
Have I misunderstood? 

Mr. Shibley: Mr. Genest, I am sorry, I thought when 
we were discussing that, we were talking about him going first 
immediately following Mr. Witbeck and Mr. Gordon, but if you 
intended him to be called today, I could --- 

Mr. Genest: Oh, I'm sorry, I was gdng to ask you 


tk had to 





be taken to hospital and he may not be available the rest of the 
week and he is here today. 

Mr, Shibley: I am quite prepared to go to Col.Kennedy 
if you want to call him next. 

Mr. Genest: Thank you very much. 


Mr, Chairman: Ves, Col. Kennedy, #xk if you will be 





seated, please. 


LT.COL, A. A. KENNEDY, sworn 





Mr. Shibley: Col. Kennedy, I understand that you 


are a Commissioner of Ontario Hydro? 


June 18/73 
3.10-3.15 p.m. 
H-491~2 E.M. i 

Col. Kennedy: I was a Commissioner of Ontario Hydro. 

Mr. Shibley: What term did you serve? 

Col. Kennedy: About 16 years. 

Mr. Shibley: I see, And were you a commissioner 
during the period 1969 through to the end of 1972? 

Mol. Kennedy: Yes. 

Mr. Shibley: And as such, did you have to do with 
the decisions referable to the abandonment of plans for a head 
office building in the latter part of 1969 and the revival of 

(by And Nhrougtout 
plans for a new building in 1971 and early)1972? 

Col. Kennedy: I did, yes. 

Mr. Shibley: Now, Col. Kennedy 4 -ran=y 

Col. Kennedy: My name, wim, really, is Lieutenant- 
Colonel Kennedy. 

Mr. Shibley: All right. How do you prefer to be 
addressed3 ied 

Col. Kennedy: Well, in this case, the only rank 
that I hold now is an honorary rank. Probably Mr. Kennedy would 
be better. 


Mr. Shibley: Mr. Kennedy, the first meeting at which 





this matter appears to have been discussed by the commission as a 
formal topic was on June 29, 1972. Does that accord with your 


own recollection? 


a 


Co 
& Kennedy: It does indeed, As a matter of 


fact, I have been privileged to review that meeting and the 
minutes. 
Mr. Shibley: Did you participate in any discussion 


or receive any written or oral communication from amy anyone 


referable to the subject matter of that meeting prior thereto? 
Cof. 


oo Kennedy: I think you should repeat - yes, 


June 18/73 
3 > LO-3 015 pM, 
Cols H-491~-3 E.M. 5 
(Nee, Kennedy ) 
would you repeat the question? 
Mr. Shibley: Yes; what I am thinking of, Mr. Kennedy, 
is this: There were certain investigations being conducted by 


the staff of Hydro during the period April 1971 and continuing 


right up until the meeting ~<xfexigme 





(Tape H-492 follows) 
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H- 492 - 1 


(Mr. Shibley) 





of June 29, 1972. I want to know whether you, as a commissioner, 


were made aware of those studies and the recommendations and 


decisions that were being taken by staff@, 


Cole 


Mm Kennedy: Officially, no. But definitely, of course » 





was 
by reason of the fact that Pe ose big operation as far as 
I was concerned. I was aware, not by official communication 
whatever, but simply that I would be sort of remissin my duties 


as a commissioner not to be aware of what had been happening. 


Mr. Shibley: What was the source of that information 





to you? 

Col. 

=. Kennedy: I suppose this would be rather difficult 
to answer but the source probably was asking questions. 


Mr. Shibley: Of whom? 





ye: Kennedy: I wish I could remember whom I asked 





questions of. Probably even to the extent of asking questions 
of the elevator operators because most of the time the elevator 
operators know more than anybody else does. 

Mr. Gaunt: It is the same around here, 


the 
Mr. Chairman: They are the only ones with /intelligence 





to understand them. 


Mr. Shibley: Well what was the information of the 





elevator operators? 


Mr. Renwick: Maybe we should call the elevator operators, 





Mr.Shibley: I was going to ask Colonel Kennedy what 





information was imparted to him by the elevator operators, or by 


anyone else.| 
was imparted: 
Mgt, Kennedy:\ Well let's go back then ------- 


Mr, Shibiey how early were you aware that plans were 


under way to revive the building of a new headquarters for Mydro? 


I think you should be specific about what information 












f, 
25 Kennedy: I would say probably a year @F earlier. 





Mr, Shibley: And in that respect were you made aware 
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(Mr. Shibley) 


that a lease-purchase type transaction was being considered? 
fag Kennedy: Definitely. 
Mr. Shibley: We are Pew caine’ I RAEN, ANSE a time 
being July, August, of 1971, ts that correct? 
fm Kennedy: That is quite possible, yes, I would 


have to refer to 3 





a great many things ----~ 


Mr. Shibley: You received information during the 





summer of 1971 that a lease-purchase was being considered? 

i Kennedy: Yes. As a matter of ata Palys a you like me 
to state earlier that in 1969 and 1968 there was a question of 
a building that was going to be contracted for by Ontario Hydro. 
You have this in evidence anyway, let}s not worry about this. 

As far as I was concerned it became very important as 
the years went on to have this question resolved, and of course 
I was aware. 

Mr. Shibley: Thank you. I want to dgirect your mind 
particularly to the concept of a lease-purchase type transaction. 
You wre aware that this was under consideration in the summer 
of 1971? Is that correct? 

he: Kennedy: Definitely. 

Mr, Shibley: Who brought that information to you? 

el Kennedy: Well I rather question who brought the 
inforgmation to me. As I say this is purely and simply a thing, 
as ries I was danednsad get hoped that someone would come 
up with a concrete plan to build a new buiidin’g. 

Mr, Shibley: Were you aware that discussions were 
taking place with principals of Canada Square ald A a lease- 
purchase agreement during the summer of 1971? 

e. Kennedy: I think that it was discussed from the 
standpoint of - in order to arrange, not arrange, I think that 
is the wrong word - in order to move into a new area that Hydro 
was not completely conversant with, and believe me this is part 


of te any sort of effort that Hydro makes or any big business 


June 18, 1973 

3.20 to 3.25 
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“als 
Gel Kennedy ) makes; you do engage ~ 
in discussions with people whom you think are the best in 


the field. This applies as far as building big machinery is 
eoncerned or building anything. This is an area that was completely 
foreign to the policy of Hydro at that time, 


of 
Mr. Shibley: At that time being the summer 41971? 


caer 
er Kennedy: Yes, 
Af a a: 

Mr, Shibley: And were the other commissioners similarly 
aware that discussions were taking place as between staff of Hydro 
and principals of Canada Square during the summer of 1971? 

Coal. 

Mp. Kennedy: I believe they were, yes. 

Mr. Shibley: In that connection, Colonel—-Mr. Kennedy, 

ee 
I can't get over the habitaside from being aware that conversations 
and investigationg was underway, were any further particulars 
provided to you as a commissioner at that time? 

Col, 

Me. Kennedy: No. 

Mr, Shibley: Were particulars given to you as at November, 
19717 


alt 
de, Kennedy: I would have to refer to the minutes of the 





meeting, Thar 


Mr, Shibley: As I say, Mr. Kennedy, tem 








ae the first me formal meeting of the Commission which ev@idences $s 


a review or discussion is the meeting of June 29, 1972. 


} 


Col. 
tM. Kennedy: YesAyts 
Mr. Shibley: That's why I started at that point. I want 





to know whether you, as a commissioner, quite independently of any 
meeting of the Commission, received any formal advice or dgcumentation 
referable to a lease-purchase type transaction, 

pri 

@: Kennedy: No, nothony ) >. 

Mr, Shibley: So you receivedyin Novenber, 1971, 4s that 
correct? 


@. Kennedy: To the best of my knowledge. 
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Mr, Shibley: Did you receive anything in early March, 1972? 




















= iD 
eB" Kennedy: asim. I gaan couldn't be absolutely sure, 


put peas that there was no «+ 

Mr, Shibley: There was a report compiled by Mr. Candy 
ee Mr, Mink, dated April 10, 1972, and I understand from earlier 
evidence that that report was available and commented upon by 

Mr. Nastich at the mm meeting of June 29. Is Kak that correct? 


i 
gal Kennedy: I recall the report, yes, and. 








Mr, Shibley: Had you seen the report of April 10 at any 
time prior to the meeting of June 29, 1972? 

$2! Kennedy: I may have received it. There are so many 
reports that do come to the attention of a commissioner that I 

may have received it, I don't recall reading it or TP as dees 
This probably is a dereliction of my duke 

Mr, Shibley: Do you maintain a file of your communications 
referable to your position. 

Ga Kennedy: I did. 


Mr, Shibley: And do you have that file yet? 





Gol Kennedy: No, 
ene 


Mr, Shibley: What happened to it? 





1 
fro Kennedy: Well, when I resigned I merely said, there 





are other files au available, why should I keep a file and that 
sortfof thing. I was resigning, I live in a small cottage at 
Wasaga Beach. How would I maintain files? 


Mr, Shibley: @11 right. When did you resign? 





60) Kennedy: In February of this year. 





Mr. Shibley: xixameumioto, I am going to 








make this question very broad, Mr. Kennedy, hye have had tabled before 

this committee a large gmnumber of memoranda passing between various 
| ie 

members of the staff of Hydro 5 fople such as Mr, Nastich would 


nemo¥ Mr. Dean ra@apa respecting a financial aspect. 


a. Kennedy: Yes. 
Ws, -shebeeietedatesine. 
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Mr, Shibley: Were you, as a member of the Commission, 
ever in receipt of copies of those memoranda or any of them? 
a 
S Kennedy: I rather question whether I was. Certain 


Mama memoranda Were —aeii@dketeene--——, 


eX 
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available which I perused. I'm thinking of memoranda that fare. 
available as far as this inquiry is ponterned) and Seow 
basically I ta don't think that I received them or didn't 
receive them. 

Mr. Shibley: You can't help us? 


( 
{a Kennedy: I may have glanced through them and 





as usual@ because there is a lot of memoranda comes up from 
Hydro. 

Mr. Shibley: We believe you, but you am can't help 
us as to whether you received any of the memoranda in 
question? 


Ga. Kennedy: I definitely cannot. 





Mr. Shibley: I see. I might tell you, Mr. Kennedy, 
that the minutey’ of the meeting of June 29th only references 
the seven-pape memorandum dated June 23rd, which was tabled 
before that meeting. Do you remember that memorandum? 

Gl Kennedy: No. I would have to see it before 
I could wwe recall it. 

Mr. Shibley: It's Exhibit No. 74. 





tel Kennedy: Yes I recognize this memo. And it 








was brought to me at the meeting of June 29th as you suggest. 
Mr. Shibley: Now then at the nde of June 29th 
the commission decided that a decision should be deferred. 
Is that correct? 
feel Kennddy : That is correct. 
Mr. Shibley: Would you tell the committee why 





there was this deferral? 


Go Kennedy : meen ne of the reasons for deferral 


ne nt rear nee Se ks a 


was the fact that Mr. Nastich had questioned the financial 


problems involved as to whether &é& it would be wiser to 


ed 


Mme produce a building that was built according to any sort 


of instruction; it couldn't matter less because the instructions 


NS 


of building the building in the architect's report had changed 


H-494 -~ 2 June 18, 1973 
3.25 - 3.30 p.m. 
M.R., 
Col 
(Me. Kennedy) 


since 1969. And taet the main reason for a deferral was 





particularly to determine whether, in effect, a= 
the proposals as indicated in the memo of June 23rd were 
sound financially. 


Mr. Shibley: Yes. Mr. sing pasha am showing 





you what is Exhibit 78 in these proceedings, a memo dated 
June 29, 1972, from Mr. Nastich to Mr. Dean. 








Have you ever seen a copy of that 
memorandum? 
w. Kennedy: To my knowledge I do not think so. 
Mr, Shibley: All right. In terms of content, 





did Mr. Nastich attend the meeting of June 29th? 
] 
fe. Kennedy: Yes, 





Mr. Shibley: Did he bring up the same points at 
that tm meeting as are raised in his memorandum of 
June 29th? 
Gi. Kennedys I believe he did. 
Mr. Shibley: J$@ that when he raised the question 
of the validity of the overall transaction from both Hydros 
and the developers viewpoint — 
g!. Kennedy: Yes, 
Mr. Shibley:—the cost relationship between financing 
and constructing our building and adopting a lease-purchase 


7 
arrangement ; 





fal Kennedy: He raised the question, YES 
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Mr. Shibley: Yes. Did he also raise the question of the 
validity of pro-rating the estimated capital costSof the building 
from the four developers? You notice in paragraph three, I'd 
ask you to read that, or I'll read it with you. The third point: 

"The validity of pro-rating the estimated capital costs of 
the building from the four developers to come to an ostensibly 
standard comparison on annual cost per square foot." 

And then he continues on the next meeame page: 

"I do not have the details of the method by which this was 
done. I think it essantial that the process be defendabie # to 
attack from disappointed developers." 

Did he say all that to the meeting of commissioners on 
June 29, 1972? 

x. Kennedy: I do not think he did. 


Mr, Shibley: What portion did he say to the commissioners 





and what portion did he not aeate?’ 

Gal, Kennedy: Basically, it is very difficult to remember 
exactly what words were said. Mr. Nastich definitely said: 

"I would like @ to review this further." This, I'm sure, was 
one of the paaee for the holding in abeyance the decision to --, 

Mr. Shibley: Mr. Kennedy, are you telling us then that 
the person who was key to wm the decision to defer was Mr. Nastich? 

g’. Kennedy : Nie. 5 

Mr. Shibley: Who was? 

eg. Kennedy: I rather think the commission Ses aeae I 
would swear that the commission was swayed by Mr. Nastich's 
decision to examine the thing from a financial viewpoint. 

Mr. Shibley: That's really what I meant, Mr. Kennedys [> 
was his comments that made the commission pause before approving 
the transaction. Is that correct? 

. Kennedy: Well, it made me pause. 

Mr, Shibley: Did it make the i other commis&ioners pause? 





ed . Kennedy: I am not prepared to say what made the other 
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commissioners pause. 

Mr, Shibley: Ali right. Then the next meeting was a 
meeting of July 12. Is that correct? The next meeting at which 
this was considered. 

al Kennedy: I believe so, yes. 

Mr. Shibley: Sam, And there is no minute of that 


meeting but exhibit 80 is a memorandum of Mr. Eas@on referable 






to it. It's a two-line statement :a@iz "Discussion 


he ee ES 


took place regarding the proposed new head office. Authority 
was given by the commission to w negotiate srt pings Square compan 
to work out an oemeeeesam arrangement which would be subject to 
commission approval of financial and other considerations." 

That, Mr. Kennedy, is the only note that we have of 
that particular meeting. Can you Sggeiw expand upon what took 
place on that occasion? Exhibit 80,dated July 12. 

gl. Kennedy: Expanding on a discussion amongst the 
commissioners, and one thing and another, is pretty difficult 
to remember, but, as I recall its this is subject to any correction 
at all, this eee I recall, as far as this discussion 
was concerned, it was decided.~ aii this ko only a: 

Mr. Shibley: May I help you this way, Mr. Tannedyc 
Was there any further documentation placed before you ke for your 
consideration, ixy@—meam other than the June 23 memorandum? 

Gal Kennedy: You mean the meeting of the 294)? 


Mr. Shibley: The same memo — 





» Kennedy: Yes, 





Mr. Shibley: The memo of June 23 tabled at the meeting 





of June 29 
gl, Kennedy: I question whether I was at this meeting 7 
on July 12. 
Leees 
Mr, Shibley? 7 fou may not have been, 





we. Kennedy: I would like to =. 





Mr, Bullbrook: Could we find that out now please? 





Mr, Genest: I believe he was, 
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Mr. Shibley: You believe he was. You're indicated as 

having been there, according to the minutes. I'm sorry, there 
7 

is no minute of that meeting. 






| Mr, Genest: Oh, yes. There are hehudkeen” of that meeting, 
Mr. Shibley; but that mee matter doesn't come up ie the minutes. 
There was a meeting on July 12. 

\ Mr. Shibley: But Fok it's not part of the minuted 


; f—— 
material Seeieet that there was any discussion as to the head office? 
ee 


* 


Mr, Genest: That’s right. 
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Mr. Shibley: Notwithstanding that was the meeting at 


which the commission approved pmaman=—— 

Mr. Genest: No, no, July 19th was the meeting at which 
the commission approved. There was a brief informa&® discussion 
on July 12th, Mr. Shibley; I think you have that in our ev_idence; 
and 6n July 19th the formal decision of the commission of 


“? 


THe 
approving ,contract & deal. 





Mr. Shibley: I realize aca this note I Ma have of ; 
Mr. Easson s.kts. authority was given by the commission to negotiate i 
with Canada Square. 

Mr. Genest: It is a memorandum to file, Mr. Shibley. 
Nobody saw it; it is not in the minutes. 

Mr, Shibley : Was there a decision taken at the 
meeting of the commission on July 12th that authority should 
be issued by the commission to negotiate with Canada Square? 

Si. Kennedy: Are you asking me that question? 

Mr. Shibley: Actually I am asking Mr. Genest. 

Mr. Genest: We don't think so, Mr. Shibley. The 
official decision was made on the 19th of July following a 


meeting between Mr. Dean and Mr. Gordon and the Chairman dealing 





with the matters raised by Mr. Nastich, Saint tanec Deseo Sh Sania el eagle BR =~ 
The memorandum to file that you have is a note of an informal 
discussion that was fgg taken down by Mr. Easson, not put in 

the minutes, and filed away in his file, | 


Mr. Shibley: All right, yo can we take it as a established 
that as of July 12th nothing further of a documentary nature was j 
tabled with mambers of the commission to permit them to assess 
the transaction? 

Mr, Genest: That is correct, 


Mr, Shibley: The next document, Mr, Kennedy, I want 


ee eran 
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you to look at is exhibit 84, dated July 19, 1972, styled 
nflavice of Conmission Beoision and you will note in the first 
paragraph, Mr. Kennedy? * the proposal to proceed with a new 

bun idivg, : 
head office \was again considered and Wrseven-pase memo dated 
June 23, which had been previously Sead ah So the commission AS 
briggtixxrexiened 

a. Kennedy: Briefly reviewed, ' 

Mr. Shibley: I am sorry, briefly reviewed, thank YOu p_. 
better still, Briefly reviewed by the commission at meetings of 
June 29 and June 12, 1972, was resubmitted today. 

Mr. Genest: June 12th! emiceop-e. 

Mr, Shibley: June 23 and July 12th, 1972. I am not 
enoes~exauining you, Mr. Genest. Ali I am trying to do is 
establish precisely what material came before the commission on 
the series of meewings leading to the authorization that issued 
on July 19th: and Mr. Kennedy, can I take it that it was the 
same memorandum of June 23 and no other that came before the 
commission on all three meetings? 


gl e Kennedy: 


commission decision. As far as [I know basically there was no 


mee. YT recall this 





other mhexe official 





document. I question again whether ..-,I presume I was there on 
the 19th of July; I haven't got a diary with me, 

MRe Shibley: Colonel Kennedy, what I am anxious to 
ascertain is this; Gn the 29th of June Mr. Nastich said that he 
wanted to do some further review, and the commission deferred its 
decision. 

I. Kennedy: Yes, that is correct. 

Mr. Shibley: I want to know whether by July 19 and 
pancen, by July 12th, whether anything further was tabled with 
the commission to expand upon the informa_tion upon which it 


was asked to found the decision to go ahead with Canada Square? 


a. Kennedy: To my knowledge, no, 
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Mr, Shibley: All right. Now then, one of the 
questions raised by Mr. Nwastich was the method of pro-rating 
the cost of f construct ton_pb you remember that? 
al. Kennedy: Yes. 
Mr. Shibley:What discussions took place at the 
commission level at any one of these three meetings in that regard? 
e. Kennedy: If any, very little. May I expand on 
that? 
Mr. Shibley: Yes, surely. 


4 
oy Kennedy: One of the greatest dea of operating any 


business is to either sisecentruss 
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place trust in the individual who is responsible for these things, 
or to fire him. There's no way that you can do one thing or the 
other. Whether Mr. Nastich did question the method, whether he 
produced an alternate method, I am sure there was never any 
discussion about it. Either Mr. Nastich agreed finally after an 
examination that this was right, or he disagreed. But I have 
never heard any great question as far as I am concerned. 

Mr, Shibley: In other words, Mr. Kennedy, 
notwithstanding that the profating was, so to speak, highlighted 
as a matter for review by Mr. Nastich; your evidence is that it 
was never the subject matter of discussion at the Commission 
meetings of July 12 and July 19? 

gatas es Kennedy: As far as I am aware, no. 
From that I concluded that Mr. Nastich agreed with the question 
of pro-rating. 

Mr, Shibley: Was he at the meeting of July 19? 


a 


Gel Kennedy: I don't know. 





Mr. Shibley: Now, Mr. Kennedy, the other aspect 


of the agreement regarding which I would like you to direct your 


thinking is the fact that it was a lease-purchase type of agreement, 


as opposed to pursuing construction of your own building with your 
own funding?, 


a) 
nal, Kennedy: Yes. 
MR. Shibley: Was that basic decision ever the 


subject of discussion at the meetings of June 29, July 11 or July 


19? 





eh Kennedy: I Censaner that that question was a 


question of discussion from 1969 on. There ts no question about 
that. 
Mr. Shibley: I don't know whether I'm making 


myself clear, Mr. Kennedy. The material that was tabled with you, 


a 
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(Mr. Shibley) ' 
in particular, the memorandum of June 23, 1972,-that was a 


document composed by Mr. Mink and Mr. Candy,,.outlined certain 


aa ee 


considerations influencing them to recommend a lease-purchase 
type of transaction?f. 

2. Kennedy: That is correct. 

Mr. Shibley: This was a different method of 
building this building than Hydro had ever adopted for any 
structure, Isn't that 80? . 

eS. Kennedy: Yes. | 

Mr. Shibley: What, if any, ai%ame discussion 
took place at the Eommission level in that regard? 

‘e. Kennedy: Well, first of all, I think you 
have Nastich's recommendation to study this and decide whether 
or not it would be more profitable for Ontario Hydro bo build 
the building on its own. This was the basis of Nastich's assy. 

Mr. Shibley: So, he raised that matter at the 
June 29 meeting, is that correct? 

~. Kennedy: Yes. 

Mr. Shibley: Was anything said, by way of 
comment, on the part of any other commissioner? 

el Kennedy : Well, I would hate to recall 
exactly what was said. Basically, this was purely and simply y 
as I can recall it, Phere is no way I can document this, 6Figinally 
in 1969,..I must go back to this sort of thing in spite of the 
fact that this is not germane to the point,..ffie idea of lease- | 
purchase had been considered in 1969, but not seriously,— 

Mr. Shibley: I see. 

wl. Kennedy :_, Because at that time this was more 
or less germane to the thinking of Ontario Hydro, 


Mr. Shibley: Mr. Kennedy, what I really want to 









ascertain is this: By the time the mat 
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you should build this building on a lease-purchase basis 
or was it tckts very much an open question in that regard? 

ie ennaay : I would not really think so. I 
think there was still an open question, But I think the 
question was narrowing. Are you trying to ask me who 
decided and where the idea of lease-purchase came into the 
picture? 

Mr. Shibley: What I'm really asking you, Mr. Kennedy, 
is how much of a contribution did members of the commission 
make towards making thatbasic judgement to proceed by lease- 
purchase as opposed to building your own building with your 
own funds? 


\ 


e Kennedy: I think the commission was completely 





open-minded about that problem. 


letter in answer to your questions today, is $e again 
; 


Mr. Shibley: I'm not quite sure I understand that 


Pegea 


gl Kennedy: Well, what answer should I give you? 


answer. 





Mr. Shibley: I don't want to put an answer in 





your mouth, Mr. Kennedy. What I really want to know is what 
went on. Whether it was a case of the staff having done all 
mm that 

this eh ame a a their decision as to what was 
recommended and the commission simply adopted Whe oF whether 
there was initiative on the part of the commissioners in 
respect of this decision. 

gl. kenneay: I think that probably the most 
important thing ,and unfortunately I have only tabled my 


that 


,one 
A 


‘must review all these problems, particularly the financial 


problems of Ontario etn 


V 
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“ hich, of course, as we have been told by 
everyone, almost exceedg the financial problems of the 
Aud are 

government , éjiagiiesnias ubtervunately \eGtRe to exceed that. 
There is no question in my mind that the question of lease- 
purchase had been discussed with the government long before 
the decision to lease-purchase was made as far as Ontario 
Hydro is concerned. 

I think you must recall all these reasonings. In 


other words, it is very Sir Finny mas far as the 





history of places like Hydro are concerned ,aigh start as of 
@ certain day and say, ha this happen? 

I am confident in my own mind that this question of 
lease-purchase had to do a great deal with the total financigis” 
that was gm operating as far as Hydro was concerned. I am 
absolutely sure that Nastich took this into consideration 
when he considered his own figures because he has to get 
the money. 

There is no doubt in my mind that long before this 
question of lease-purchase was concerned it had been discussed 
with government officials. I have nothing to prove this. I 
have nothing to add further to that particular ro) 

Mr, Shibley: Well it's a very interesting 
observation, Mr. Kennedy. Why do you make it? 


Sg. Kennedy: Well, of course, I can toss this back 





to you. I should say Why shouldn't 1/° 

Mr, Shibley: What leads fg you to conclude that 
it was discussed with government long before? 

Se. Kennedy: All I need to do is read the newspapers 
and I find that the chairman has stated that he discussed it 
with Mr. McKeough. 

Mr. Shibley: Other than what you read in the 
newspapers, have you any other reason to ._., 


had 
&. Kennedy: I had «the assurance of the chairman, 
Whe 
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Mr. Shibley: That what? 


Bl. Kennedy: That the question of lease-purchase was 
discussed. 

Mr. Bullbrook: In 1969? 

Mr. Shibley: I was just going to ask him when. 

Mas endas I don't lower Know about 1969. I do know that 
it was months and months before. Remember, we had been looking 
forward to the building of a new le aig ee a had it 
been constructed in 1969 would have co she cent less than 
it is now. It could have been # done one way or another, and 
I am not blaming the government because of reasons one way or 
another. 

Mr. Shibley: Well, Mr. Kennedy, what I think we are 
interested in at the moment is when did the Chairman advise you 
that there had been communication with government, respecting 
a lease-purchase type arrangement for this building? 

oe Kennedy: I wish you had @ warned me to bring, not my 
diary, but my wife's diary, beaause whe will probably be able to 
tell you exactly the date. I have no great knowledge but I do 
know that it was in 1971. 

Mr. Shibley: In 1971. 

ge. Kennedy: Well, probably. igi 

Mr. Shibley: Now that would mean, OF course, that the 
communichfion sea@nggie itself would have had to be in 1971 also. 
It would have to have preceded his telling you about it, ds that 
correct? 

fel Kenned¥: Yes. 

Mr. Shibley: Well then, would you, after you leave here 
today, produce to Mr. Genest so that he might produce to me, bhe 
diary that you say will telescope that date? 

Cal. Kennedy: I am afraid my wife couldn't produce that. 


She gmmiaican tell you a great many things about where I was and what 
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happened to me. 
Mr. Shibley: I beg your pardon? 
ea Kennedy: I am afraid that my wei wife's diary mumene 


doesn't go to that detail when I became apprised of this fact and 





Mr. Shibley: Even if you could ascertain, from whatever 
source, what that date was and communicate it to Mr. Genest dust 
telephone it in to him jas to the best recollection that you can 
formulate as to that date. Would you do that please? 

ee Kennedy: I would indeed. As I say, this is going to 
depend entirely on memory. 

Mr. Shibley: Yes. Now then, Mr. Kennedy, as of July 19, 
1972, was the matter of the effect of an exchange rate on foreign 
borrowings by any developer brought to the attention of the 
Commission? 


Gt were 
. kennedy : De You mean by that Sacpeepeess 





particular items brought upt-=’ 


Mr. Shibley: Yes. 





Ga. . Kennedy: ..As far ® asiz=! 





Mr. Shibley: The @ommission is concerned, 


Sat. Kennedy: I believe it was eS pointed outs ae 


ee HR oR 


Mr. Shibley: All right. Then.,! >=! 





Mr. Bullbrook: Would you ask Mr. Shibley, what the 
witnesss*tunderstanding of it was? 

Mr. Shibley: Thank you. What was your understanding in 
that respect? I am nok talking about the effect of the exchange 
rates. 

n 

Sat. Kennedy : Well the understanding was of course, that 
the cost of the building as far as the cost was concerned had to do 
with the variation in the exchange rate, yes. 

Mr. Shibley: Did you understand that the effect of a 
fm fluctuation of exchange rate was at Hydro'’s risk under the terms 


of the agreement with Canada Square? 


Cg Kennedy: If Hydro were to build a building of its own, 


a LTA bases 


the fw fluctuation of the exchange rate would still be the mame same 





x 
OE 
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wouldn't it? 

Mr. Shibley: That all i depends # upon the terms upon 
which you borrowed, Mr. Kennedy. 

Cl Kennedy: I grant you that I am throwing back an answer, 
but this was an independent decision of my own, 

Mr. ® Shibley: Mr. Kennedy, what we want to know is whether 
thea Commission knew at the time it was making its decision ,in 


July of 1972, did it then know that dealing with Canada Square 


subjected it to the risk of a fluctuation in exchange rate? 
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Gl. Kennedy: I cannot speak for the commission. 
I understood. 
Mr. Shibley: You did? Ail right. 


ot Kennedy: Yes. 


Mr, Shibley: Now then, there is reference in an 





October 3, ET casei | aa being Exhibit 91, which I'll have 
shown to you, bhis is a memorandum of Mr. Gordon's to Mr. 


Gathercole on Sexe ioe. 





October 2nd, 1972, and 
it says: "Following Roger Seguin's comments at a recent 
commission meeting I suggested to Henry Sissons that we 
should prepare a brief, effective statement on the rationale 


for Ontario Hydro's action with respect to the construction 


of its new office building. The idea was that we should only use th 


if the new building became an issue in the newspapers!. 

Now, Mr. Kennedy, have you any recollection of 
what comments of Roger Seguin's are referred to in this 
Mkme memorandum? 


Ce 
Ee. Kennedy: I have none at all. 





Mr, Shibley: Did you ever participate in any 
discussion with the other commissioners or any members of 
the staff of Hydro referable to the circumstance that 
Mr, Moog, a principal of Canada Square, was a friend of 
Premier Davis? 

have 
oy Kennedy : No. You pane a statement - a letter 
a lu, 
to that affect, Sag you may read as far as I'm concerned. 


TOK ng 
Mr. Shibley: You are |tad¥gae” about your statement 


which is Exhibit 92, dated May 24th, 1973, which I produce@ 
to you, in which you stated Mr. Kennedy, "I have been asked 
by the chairman as to my recollection of a mention of athe 

statement that Mr. Moog was a friend of the Premier, I have 
a vague recollection of that statement being mentioned in my 


presence. I do not know if this was at a commission meeting 


or during conversation. My best recollection is that the 
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statement was made some time after the contract with Canada 
Square was signed. I do not recollect who made the 
statement or where it was made’. 

i Kennedy: Yes. 

Mr. Shibley: Now, can you add anything at all 





to that written statement? 
@. Kennedy: Se. I 
that e. it 
statement ,whengver I heard 4%, bad practically nothing to do 


only 
canjadd as far as the 


with any decision that was made before or after. I think - 
I'm sure it was made — at least, I feel quite confident 
it was made - it was purely and simply a question of what is 
friendship? Where do you go - this is the sort of statement 
it was. Is it an acquaintance you meet somewhere or what is 
it? It had nothing whatever to do-—.the knowledge —— 


Mr. Shibley: Well, Mr. Kennedy, may I ask you this? 





Is your recollection of the statement being mentioned in 
your presence, a recollection of (Ripper esis having been 
mentioned in connection with a Hydro person? 


0 Kennedy: No. 


Mr, Shibley: Or in connection with some meeting of 








Hydro? 


kad Kennedy: Since making that statement, which is 


— 





nearly a month ago I guess, I haveffracked my brains 
to determine where or what happened. 
Mr. Shibley: Yes, 


Ged Kennedy: And as far as the statement is 


concerned, I have nothing more to add. 
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Mr. Shibley: What I am particularly eginterested in, 





Mr. Kennedy, is whether gour recodlection of the statement is 

in any way connected with matters pertaining to Ontario Hydro? 
’ , 
‘. Kennedy: All I can answer truthfully is I don't \ 


know. 


> tiny 


Mr. Shibley: All right. Are you aware of any 
circumstance, whether it be the fact that Mr. Moog is a friend 
of the Premier's or whether Mr. Moog or his company support the 
Progressive Conservative Party, or any such collateral 
circumstance which affected the thinking or judgment of any 
one of the commissioners at the time you were deliberating upon 
this contract? 

a. Kennedy: I definitely am not au-miz., 
Mr. Shibley: Was such a matter ever raised as a 
consideration in your presence as it affected this contract? 
« Kennedy: No. 
Mr. Shibley: Were you aware that Mr. Moog was a friend 
of the Premier's as at July 19, 1972? 
@. Kennedy: No. 
Mr, Shibley: Were you aware as to whether or not he was 
a supporter of the Progressive Conservative Party as of that time? 
ur, Kennedy: No.3 
mr J cyem Hodgson: Or any other party? 
Mr. Shibley: Or any faxty? 
@. Kennedy: Or Hig set no. “a 
Mr. Shibley: All right. I have no further questions 
at this time. 


Mr. Bullbrook: I would like to ask some questions, if I 





may, Mr. Chairmang, 


Mr, Chairman: Mr, Bulibrook. 


SE ERA RSE 


. 





June 18, 1973 
4 ,00~4.05 pM, 


H- 501 - 2 


Mr. Bullbrook: Mr. Kennedy, I want to ask you some 
qué_stions relating to the knowledge of the commission | 
but in the context of your knowledge and your understanding? ,__ 
Fjot what the other commissioners or not what you think they Rrtur 
We but what you a what you understoodf / ; 

Now we know that in approximdely 1967 ame architects 
were commissionex, to draft plans for a new head office building 
for Hydro. Were you privy to that information as a commissioner? 

2 Kennedy: Yes. 

Mr. Bullbrook: And you were subsequently aware that 
those plans had to be scrapped? 

@. Kennedy: Yes. 

Mr. Bullbrook: i! ta your function as a commissioner 
did you ever discuss with other members of the commission or 


the administration of Hydro the question of scrapping those plans? 


‘al. Kennedy: Yes, I am sure we did discuss them. 





Mr. Bullbrook: Would you tell me i rater 
Cd. Kennedy: I can't tell you exactiy when. I mean 


when it was learned that the decision was made Sm- rather than 


Mr. Chairman: Mr. Kennedy, would you speak a little 
Phen ay TRAP ? Some of us are having some difficulty. 

BL Kennedy : Oh 1 am sorry. Rather than to buiid 
the building according to Hydro plans and specificatiorm and 
that sort of EPans tse oF course Mid have galled for a general 
contractor, the whole project was shelved for many, many months, __ 
many years as a matter of fact , aga When the thing came up again, 
the question came up, the point is that having moved from one 
type of building and probably ,Godtnows , I don't know, how much 
the building would have cost, nanan with rising prices it 
might have been a good thing to build the building at the time, 
but to discussjgm why the decision was made and not use the plans, 


you have to go to the decision first of all to go to a lend-lease 
} 4 


proposal, 


At. 
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fy. Kennedy ) 


Now a builder or developer, as far as I understand,_, 
gnd believe me I am not in the architectural oe igs wae same 
a completely different set of plans where he says, Using the two 
bottom floors I can make some money out of this sort of thing 
during the time that you are paying me rent for the top floors.” 


This means, of course, a complete change in the concept of the 





original building as against the idea -=== 
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of something that belongs to Hydro and Hydro alone and is 
itor the great edification and glorification of Hydro. Maybe 
‘this is right or maybe it's cae chee this was an understood 
thing. As far as I am concerned, this was the reason. 

ad were saying + All right, if you are going to go it your 

, — 


own 4 you have been through all the documents but basically this 


is why I feel the decision was made to scrap those plans, because 


ifloors. We really don't care about ## him. 


Mr. Buillbrook: I want to again caution you, sir, 





iconcern to someone as to the scrapping of the plans®, 
Sl. Kennedy: I may have done because everyone 
ER EE ,- 


is concerned. 


Mr. Bulibrook: Well, I take it that your evidence 





as that you had some discussion with someone about scrapping 
of the plans®, 


‘g. Kennedy: Probably and undoubtedly I did have, 
. vd 








but who or whee where or when, I can't ass . 


Mr. Bullbrook: Could you give me the general nature 





of the concern that you expressed as to the scrapping of the 
lans? 
? rae 
al. Kennedy : This question I find very di fficult. 


ei a) 
Mr. Bullbrook: I can assure, Colonel, that I am 





not going to be difficult. If you can't recall it, I can readily 
af 

understand that you can't recall it, aad/7ou just say to me & 

I don't recall it, sirg, I am prepared to accept that, 


a. KennedX; TI do not recall it. 


Mr. Bullbrook: Now, did you express at any time 























to either your commission members or the chairman the question 






of the obvious increase in personnel of Hydro and the fact that 
the projection, had it been implemented, as exemplified in the UY 


| 


j 
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1969 plans, wouldn't have been sufficient for Hydro? 









Gof Kennedy: I think I did. 

Mr. Bullbrook: Can you help us Wr telling us 
with whom you discussed that? 

on Kennedy : I probably discussed it with many 
Shiela eola I probably finished up by having to accept the 


facts as stated. 


Mr. Bullbrook: Can you tell us what the facts 


@. Kennedy : We are going back to 1969%-—- 


were? 


Mr. Bullbrook: Don't give me the exact facts, 





Colonel.... 

Gal Kennedy¢ 

ee.“ emanales No, but I have got to think about 
them, 

Mr. Tamim Bullbrook: ALIS Pigsht,s thinks .6909% 

a. Kennedy: I have been thinking about this thing 
for many many years and in order to think,é and I have to exhibit 
my concern which of course, is more or less on the record 
Senewhere Waeee I questioned the advisability of building a 
building in the centre of the atts: but that was long ago before 
people talked about moving out of the city. ema this is why I 
expressed concern about these things, not in particular terms of 
people but an ability to move7an area field aI only used the 
example gand this is where I expressed concern.=);I used an 
example of IBM, for example, who decided to move to an outward 
area, amd this is a concern I have always expressed because 


a 


actually one of the reasons that I Beg left the commission is 





the fact that I don't like living in the middle of the city 
but this is a personal thing. This has nothing to do with 
everybody else, 


Mr. Bullbrook: ,Colonel, there has been evidence 





given before us that the personnel 





requirement g% acceleration in Hydro g wa s such that to a great 


Seer 


extent the building, if built, in accordance... 
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e 


building is built in accordance with the 1969 plans 


y Would not have 


sufficed. Now did this cause you any concern? 

Gieyath aan I had never really considered that because 
I thought the 1969 plan, as developed in 1967, seemed to be quite 
adequate. 

Mr. Bullbrook: But we are told that it wasn't adequate. 

Cal. Kennedy: I don't know, but it seemed to me ig at that 
time to be mlequate. 

Mr. Bullbrook: Was the commission ever told it wasn't 
adequate? 

Gd. Kennedy: No. I slaty imc the plans were produced the 
commission said ie was adequate. 

Mr. Bullbrook: When the plans were,., the commission said 
it was adequate? 

So. Kennedy: The commission agreed, and I agreed with the 

oe. Aennedy : , 
commission. I am not the sort of statistician who can project 
things fmextx to 1985 or anything elee. I don't know about that. 

I have to accept the advice of the professionals, 

Mr. Bullbrook: Colonel, that is exactly my point, and 
were I commissioner I thought I would have been concerned, You make 
mention in your response that you would have thought that we would 
project through to 1985. I am concerned that in 1969 the commission 
authorized the drafting of plans, or Sg Rather in 1967 ie ‘came 
to fruition in 19694 but according to the avidence thus far were to 
a great extent outdated in 1971. Did the commission, or did you 


yourself express to the senior administration some concern in this 


a. Kennedy: As I recall, the original plan was to build 


a certain building and then add X number of storeys to continue 


regard? 


that building. This was the Epes as I recall, Sppadem 
Mr. Bullbrook: So thatyour understanding is, or was, sir, 
and you will correct me, that in effect the building as proposed 


in the 1969 plans could have been added to as required? 


hs tice 4315 pm 
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Si. Kennedy: I believe that is correct. 

Mr. Bullbrook: I want to get into the question of 
lease-purchase. I just want to understand fully what you underst 
by lease-purchase. 

g. Kennedy : eer want this in a long dissertation? gam I 
understand that someone provides a certain amount of money and 
builds a certain building to a certain specification, and that at 
the end of X number of years you have bought the stan, It is just 
the same, as far as I am concerned, as taking a 30=year mortgage 


on your own house, which evidently everyone does today. 





Mr. Bullbrook: @To a great extent that is my understandi 
of what lease-purchase is too. 
I want to refer you back now to exhibit 76, sir; that is 
the minutes of the commission meeting. . 
Mr. Genest: Which exhibit, Mr. Bullbrook? 
Mr. Bullbrook: Exhibit 76. 


Fy Kennedy: Of the 23rd? 


Mr. Bulibrook: Yes. 





Mr. Genest: Sorry, Mr. Bullbrook, that is hot the minute 


That is a memorandum for fileg dicfafet by Mr, Easson — 






Testa says that 
consideration was deferred. 

Mr.Bullbrook: As I understand your evidence given to 
Mr. Shibley, our counsel, the commission at its meeting of geek 
June 29, 1972, decided because of Mr. Nastich's reservations not 
to make a firm commitment as to the lease-purchase avenue. Would 
that be correct? 

Sg. Kennedy : That is correct. 

Mr. Bulibrook: You'll also notice that that Memorandum 
ter File authorizes Mr. McCallum to begin the drafting of a 


contract with Canada Square. 


» Kennedy: Is that, .o, 


Mr. Bullbrook: Yes, it is in front of you there, 


LL LS CENA ett 


vs Kennedy: Oh, yes. 
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Mr .Bulibrook: Can you help me as to what if any discussion 
you had, or any other members of the commission had, as to what 
to me appears to be an anomalous situation. That is, no decision 
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> 
RenMardSnon. as to the lease-purchase route because of Mr. 
io 


AE 
Nastich's cla tide gigi awl persian to eminent counsel _ 
amb el op e or, 
tobegin negotiating = contract “gaa one individual Beeepaaiseecemets. 





fe Kennedy: I think ~------- 

Mee fei ios Mr. Bullibrook, excuse me, I think in 
fairness to this witness, the balance of that memorandum should 
be referred to, because I think the answer to your question is 
assisted by the balance, V4 a wer aL 

Mr. Bullbrook: Bhrteada Ou had gone into. Let me read 
this then into the record again. "This would be ARSE ies there 
you want it read, Mro Shibiey /~ fhis would be done! 

= shibley? Yes, 

577 mr ne 
. Bulibrook: "This would be fmm done for the purpose 
of eo in the final decision the commission would have 
the eufiest information and an outline of the advantaggs of 
Athether it should constructé a building itself or enter into 
some form of lease agreement" I appreciate that, Mr. Shibley, 

Mr. Shibley: Thank you. 

Kenneyé: I think this probably explains the 

err arr ote ee 
situation See las wank tia Janes al In any large project it becomes 
aa ree eeure one calls for tender, to get the best information 
that is available. I widgis pccbtcks gets this lease-purchase agreement 
was something that we knew nothing about except like in my own 
case mortgaging a house. It is only natural that one pigks sort 
of a lead person and wave Gene sort of a contract would you 
draw? Then having thy counsel to do this, you are in the 
position to write up a contract, not only a contract but a 
tender, for the things that are entertained in that particular 
thing, This is a pretty standard sort of thing in big 
construction, 

Mr. Chairman: Mr, Kennedy, there aremore here than 


Mr. Bullbrook who want to hear what you are saying. When you 
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lean back like that and look at Mr. Bulibrook you cut off 
those behind you and those over on this side. 


Co 
@._ Kennedy I apologize. 


Mr. Bullbrook: Mr. Kennedy, I only have about 10 

ORAS so I am going to hurry this up, and without in any way 
fettering your response I would like you to join with me in 
hurrying it up. | 

Do I understand your evidence to be that in effect 

Canada gusre) 

you decided to deal with candidates purely for the purpose of 
being able to weigh their situationg as against any other 
proposersithat might be acceptable? 

. Kennedy: Yes, in my estimatgon this was probably 
quite right. 


Mr. Bullbrook: Can you recall who at the commission 





meetings suggested that you deal with Canada Square at that time? 
Ps Kennedy : I think there was no question about it 


that Kenneth Candy suggested that Canada pert having looked 
wos d be the Com p. 





over the various tebsleaee om 


Mr. Bulibrook: Would I be correct in assuming that 





that was based to a great extent on the memorandum of 
recommendation filed by Mr. Candy and Mr. Mink with the commission? 
om Kennedy: Probably. 
2liee nethck ja wt 


Mr. Bullbrook: It would be reasofable to assume that? 


Cah, Kennedy: Yes. 


a TOOT 





Mr. Bullbrook: Now, in connection with the next meeting 





of which Mr. Easson has a memo to file —~. gpeetteedeeteget en 















it 
i igLiets. Gas dated July etngaikeased, 
Mr, Shibley: Yes. 
Mr, Bullbrook: Related to the meeting of July 12th. 
A, 





I am interested, sir, you know that Mr, Nastich had reservations, 
and realizing Mr. Shibley has examined you on this, I tink it is 


of paramount importance, pia you express at the Anvee of July 
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l2th your desire to have a response to 3 
an explanation of Mr. Nastich's reservations? 

el. Kennedy: No. 

Mr. Bullbrook: You didn't. Now, in connection with 
the next meeting and, i not going to look for the exhibit 
number, I believegJuly 29th --~---- 


Mr. Shibliey: 19th. 





Mr » Bullbrook: 19th.—dWhere the final decisionws 
made to deal with Canada Square. #gm Am I correct in assuming 
again you didn't ask for any explanation of Mr. Nastich's 
reservations? 

Bl. Kennedy : No. 

Mr. Bullbrook: You recall that Mr. Nastich's 
reservations, amongst other things, were based on the question 
of the validity of pro-rating the $34 per square foot construction 
cost? 

e. Kennedy: I don't mecessarily recall that, I had 
a feeling that Mr. Nastich was merely trying to determine 


financially whether it was a good deal or whether it wasnt a 


good deal. 
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Mr. Bullbrook: Tell me, sir, did any member 
SSS 
of the commission at any of those meetings, other than 


yourself, to the best of your recollection, ask for an 


4 


Ma. 
explanation as to what happened to Nastheh's reservation? 


a Kennedy? 
. eee 


I don't believe so. 


Mr. Bullbrook: YOu don't believe so. Thank 


you very much. 


Mr. Chairman: ARe there any other fGeationee 


Mr. Renwick. 

Mr. Renwick: Colonel Kennedy, may I take it 
from your evidence that you were aware during the period 
from July 1971 to July 1972 that the Hydro head office 
project had been revived and that consideration was being 
given to a lease-back arrangement? 


Ct 


Me. Kennedy: Well not necessarily <tggemeemices 
= } 


this 
agus to a lease-back arrangement, but eae seemed 








to be one of the avenues to approach the project. 


Mr. Renwick: I believe I said consideration 





was being given to a ®ease-back arrangement. 


) 
Bh. Kennedy: Yes. 


Mr. Renwick: New when it came to the period 





in late June of 1972 and @ ffuly of mR 1972 when the 


matter came before the commission, .» could 





Tt 
you recall for me what role you gought the government 
had to play with respect to approving or advising or 


otherwise about the head office project? 
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Gl Kennedy: re I am sure that prior to 
1972, the question of the lease-back problem had been 
discussed with the government. I am certain that the 

contract that was made with Canada Square was made by 

the commission, at least as far as I know. Does that 
answer the question? 


Mr. Renwick: Let me just pursue the two parts 
Se EE 


games that. When you say that you were 






—giige the matter of the lease-back had been discussed 
with the government, coulgpou clarify for me Weiiieein 
what @ circumstances you obtained that assurance? 

Cl Kennedy: Only from a standpoint of simply p- 
I had no quthority; I diel es had no piece of paper that 
said that this was assured, 

Mr. Renwick: But you did ASSUME p14 


FRo 
ae Kennedy: I assumed Bagevarious knowledge. 
[IEEE EI 


Mr. Renwick: Would it be fair to say that when 





the matter came before you in late June at the commission 
meeting for ea an Ea A cake again at subsequent meetings 

on July 12 and July 19, you assumed that so far as government 
approval was concerned Mmm it had been obtained? 


a. Kennedy: Yes, I did indeeds and vonpequentt7, 





as a result of this, the responsibility of letting a congract 
was because the policy, A seek. had been established. 
Mr. Renwick: Had been established? 


ay Kennedy: The responsibility of Hydro 


was to go ahead and get the job oe Whether by one 





b 
? 
A 
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Gi. KennedY= 
methody or the other. Because the government, I felt, 


and as I say I have no great authority, but 


ees I felt that the government accepted the 


lease-back policy; and the policy having been CEC RD LERheO, 





then it was up to the commission to do the best job it could 
one way or the other. 

Mr. Renwick: You would be aware, Colonel Kennedy, 
that had thebther road been taken and Hydro had wanted 
to borrow $35 or $40 million, that cabinet approval would 
be peditcbed £ 


Gl Kennedy: That is quite correct. 


Mr. Renwick; 
i eee 





we “Chen, again stating 
oF 
my question ‘wa moment or two ago in a different way, 
would that be a reason why you would assume that even 
if you went Pal a lease-back arrangement that cabinet 
approval was requirea# #1 though the details of carrying 
it out were left up to the commission! 
rag Kennedy:iIn my estimation the government 
SS 


approved inprinciple lease~back arrangements. After 


the policy approval, tiggmags which was a policy that 
hecause 1+ departed 





was necessary as far as I was concerned, 


fraw 


& the normal sort of business of building and paying 





for the thing as you EO 5 »\ SARS Sl sommes 





H 506 to follow 






“den I felt that it was the 
One doesn ty as 

duty of the Commission to implement either policy. afar as ——— 
I am concerned, aamiesemes 0 running ,,once one has a policy, 
one is supposed to implement it. 

Mr. Renwick: Thank you Mr. Chairman. 

TL ET CE ne a 

Mr. Chairman: Thank you very much Mew Colonel Kennedy 
for being with us. 


We will recess for five minutes and come back at that time. 


[The committee recessed at 4:25 and resumed at 4235. | 
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| OheeeGbedveman )H / Ghe ipiea! 


eiraa CMP. Witbeck, if you'll come forward now I think we 








can proceed with you. 
Mr, Witbeck, will you give the committee your full name? 
| JOHN LUTHER WITBECK, sworn, 
| Mr. Shibley: Mr. Witbeck, what responsibility do you 
have in connection with your employment by Hydro? 
j Mr. Witbeck: My title is manager of the building and 
offices facilities. This has to do with the accommodating of 
_ the head office staff tie offices suitable to their needs. 
Mr. Shibley: How long have you held that position? 
Ocrobe 
/ Mr. Witbeck: Since Sal” 1969. 

Mr. Shibley: And in that position would you be responsible 

to contribute towards the planning of the, new head office space 


\ ne a vation nw 
Laaeeretbon, of Hydro head office employees? 





accommodation for the 
Mr Wikbeck: Yes 


Mr. Wésteimewics And did you, in fact, contribute to the 


a 


planning of the building that was intended for construction and 
planned in 1969? 
Mr. Witbeck: No. 
Mr. Shibley: You didn't contribute to that building? 
Mr. Witbeck: No, that building was quite completely 
designed before I came into tks position. 
Mr. Shibley: When did cat come into the position? 
Mr, Witbeck: October, 1969. 


Mr. Shibley: I see, Did you, on the other hand, contribute 





A ET ity, 
to the thinking and planning which went into the byges building 
presently under construction? 
Mr, Witbeck: Yes, 


Mr, Shibley: In that respect, and leading up to the 





requirements for the new building, I produce to you a document 
dated January 15, 1970, being a memo from Mr. Candy to Mr. Sissons 
with a copy to yourself outlining the premises tineb nan, externally 
to your head % office, Do you recognize that peter aun and the 
appendix to it? 


Mr, Witbeck: Yes, I recognize this, 


H-507-2 June 18/73 
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Mr, Shibley: And does the appendix correctly set forth 
the premises rented by Hydro external to your head office as at 
January 1970? 

Ver 

Mr. Witbeck: Yes it does. Wiz shortly after this 

we took a little space at 800 Bay, which doesn't show here. 
a) 

Mr. Shibley: May I have that made ed exhibit? 

Mr. Chairman: One five nine. 

Mr, Shibley: Mr, Witbeck, is thi shppendix an seme 

bee 
outline gm@ of what has -wewn/called geographicg samme scatter of 
the Hydro xigmme employees referenced in many of the later exhibits? 

Mr. Witbeck: Yes, this indicates geographic scatter. 

Mr. Shibley: And it also is the support @ope document 

a RRSP TEEN TESTES 
for the cost of rented premises to Hydro as at that time? 

Mr. Witbeck: Yes, the rents reflect rental costs and 
the geographic scatter factor is additional. 

Mr. Shibley: sac document —# 

Mr, Witbeck: fae Also additional, of course, is some 

ered ell Meh pti d-2— 
building egcalation which is always in there ~.s 

es 


Kittle eX X 
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(Mr. witbeck)\ > 


siarepomion—Lhege —building costs escalation. 





Mr. Shibley: I beg your pardon? 
Mr. Witbeck: There's always some building 


maintenance cost escalation which is not shown here. 






Mr. Shibley: I also wish to er ae to you a 
document dated November 14, 1972, sty led age STAFF 1972 ~ 1975". 
Do you recognize that document? Perhaps t should simply ask 
you if the information contained on that document, as to numbers 
of staff located at the various premises, was accurate as of the 
date indicated? 

Mr. Witbeck: Immediately I am not able to say 
it is or it isn't. May I have the origin of this, please? I know 
it's approximately correct. I can tell that by the figures. 

Mr. Shibley: I'm sorry, I can't help you in that 
respect, Mr. Witbeck '==+/ 

Mr. Witbeck: I think t-—- | 

Mr, Shibley: (==!it's a document that I picked 
out of a group of documents produced to me. 

Mr. Witbeck: I think this is a document which I 
didn't raise. 


Mr, Shibley: But as to the information contained 





in it respecting the Nal number of employees and their location, is 
it correct? To the best of your <=) 

Mr . Witbeck: Yes, it is very close. Yes. 

Mr. Shibley: May I have that Ymade Exhibit \ ew 

Mr, Chairman: Number 160. 

Mr, Shibley: Thank you. So that, as of November, 
1972 there were 4,752 employees located ;the various locations listed? 

Mr. Witbeck: Approximately so, yes. 

Mr, Shibley: Are all of these people intended to 


be housed in the new head office building? 
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\. Mr. Witbeck: The second and third item$, 60 
Murray Street and™11 Orde Street, will remain in our use. &F 


i Arter the new building is built, we will 





continue to have people of about those numbers in those two 
buildings. 

Mr. Shibley: Ifsee. Otherwsfe, the remaining 
numbers are to be housed in the head office? 

Mr. Witbeck: Correct. 

Mr. Shibley: Now then, there's a projection 
forward indicated: "Based on an assumed growth of 3% per year, 
the number of employees to be accommodated in the new H.O. facility 
by the end of 1975 will amount to 4320." itm Does that projection 
still hold true today? 

Mr. Witbeck: Well, it wasn't my projection. I 
would say that it will probably be a little greater than three per 


cent. ewes | would say the figure might be slightly in excess 





of 4320. That's my opinion. 
Mr. Shibley: The next document I want to produce 


one_— ; 
to you i8fdated December 3), 1972. I believe it is called a Space 


4% 
Summary . 





ee Would you please tell the 
members of the committee what this document indicates? 


Mr. Witbeck: This shows the commission-owned 








buildings,;the first group there..fhe gross areas, the square feet 
of rentable areas, which in our case is areas of use. 


Mr. Shibley: Yes. 





Mr. Witbeck: And in the case of the rented 





properties, it shows the estemperstpedontc 





a. commercially net rentable 
areas. And then the square feet of rentable area, in that case , 


ae 


represents the square feet of useable areas, 


Mr. Shibley: Well now, do I take it that as at 
December 31, 1972, the Commission was occupying 803,000 square feet 


of rentable area? 
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Mr, Witbeck: 803,000 square feet of useable 
area , Yeo. 

Mr. Shibley: Yes, and/—-/ 

Mr. Witbeck: The commercially net rentable 


equivalent is greater 7.2.3, OVO © 
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Lanai 


Mr, Shibley: 953,000, and then in addition to that would 
pM a hte tector 8 


be the service area, ds that correct? 


Mr, Witbeck: No, the service areas are not in addition 
LC ELTA 





to that. 803,000 includes the service’ areas Saigeatay 


Mr. Shibley: As does the 953,000? 





Mr, Witbeck: Yes. 





Mr, Genest: No, no. 





Mr. Shibley: Are you sure that's correct? 





Mr, Genest: 953,” 226 is the exact gé total 
ped gnehe nbph tanked 


Mr, Bullibrook: Right. 





Mr, Shibley: @f all items? 

ee SED 

Mr, Genest: @-—, of Gh 150,006 and $03,220, 

Mr, Shibley: ipee, All right, Hsee that; now I see it. 


—— amen 


And that is inclusive of your head office building on University 





Avenue? 


Mr. Witbeck: Yes, 





Mr, Shibley: Which you intend to empty into the new 


RT 


head office building? 
Mr, Witbeck: Yes. 
minis 
Mr. Shibley: May we make that the next exhibit? 


Mr, Chairman: 161. 





; Mr, Shibley: Now, I want to refer you to what is already 
Exhibit 133, Mr. Witbeck, jj dated March 5, 1971, This is a 
memorandum, I believe, prepared by you for the benefit of Mr, Sissons, 
and it is dated March 5, 1971, Is that correct? 


Mr, Witbeck: Correct, yes, 


Serer cence ype LEED hy’: 
1S 
Mr, Shibley: And in summary, is it fair to say that this 


{— ee 
memorandum was intended to point up to Mr, Sissons the pressige 


need for additional accommodation to house head office enti 


y 
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Mr, Witbeck: That's correst, We had just gone through 
an exercise where er rented the whole of the 77 Bloor West 
puilding and gone peonsolidation, #{ much improvement; we had eased 
Se our very crowded situation. So people had the idea generally, 
this tentatively general idea, all our problems were solved, 

Well, I wanted to point f@ out that they were solved temporarily but 
the solution, we couldn't sit back and wait for the futmre, we had 


to plan it. 


Mr. Shibley: So that, for the benefit @@ of the committee, 





your ee thinking joins that of Mr. Candy and Mr. Sissons respecting 
the urgency of the need for a new head office in the spring of 1971! 

: Mr. Witbeck: Yes. This letter was written when we 
recognized that maybe we would pgetja nelinetten building of our own, 
maybe we wouldn't. It was an uncertain thing. My planning had to 
be done gin the face of uncertainty regarding our own building. 


q Mr. Shibley: In that respect, were you being confronted 





with the need to provide the space either by renting buildings 
owned by others or constructing your own building, gy however the 
eenstruction might be arranged? 

Mr, Witbeck: The problem had to be solved, jthe future 
planning had to be solved, by one of those two avenues. 

Mr, Shibley: Yes, the point being you needed space one 


i nl 


Way or the other. 


) 


Mr, Witbeck: We knew we were going to need space}, 





Mr, Shibley: And either you had to rent it from outsiders 





in buildings owned by others or buiid you own building. 


L Mr, Witbeck: Yes, and part of this submission was not 


| Deeaee semana aenaaanae 


only the outside rental but further coalescing the number of outside 


Rak rentals we had, 





Mr, Shibley: All yj right. Well then, you visited the 
OISE building in company with Mr, Candy and Mr, Sissons on June 8, 1971, 
Ts that correct? 


* 


| l 
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SS Mr. Witbeck: Yes. 
eR SOROS RAR RIOT 
Mr, Shibley: How did you come to attend that meeting® at 
the OISE building? 


Mr, Witbeck: Mr, Sissons phoned me a very few days before 





that and asked me toattend with him, I didn't really know quite 
what I was going to. 

Mr, Shibley: Was that the first indication that you had 
from any source or in any manner that consideration was being given 
to a lease-purchase type transaction for your new head office? 


Mr, Witbeck: I'm not quite answering your 





question directly but I will say this, « that was the first time I 
had heard of a lease-purchase; and we went there and we heard about 
it and what we heard sounded good, 


Mr, Shibley: All right. Had you heard of Canada Square 





prior to that date? 


Mr, Witbeck: No, 
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Mr->—Witbeek:+—_Ne 
\yie: Shibley: Had you any dealings with Mr. Moog 
) or anyone on behalf of Canada Square prior to that date? 
Mr. Witbeck: No. 
Mr. Shibley: Hydro didn't lease any premises 
from him up until that time? 
Mr. Witbeck: No. 
Mr, Shibley: Now when you say you liked what you 
| saw, what do you mean? 
Mr. Witbeck: What I can say is really what Mr. 
Sissons and Mr. Candy have already said. I can put one 
emphasis on it. We went Chere, ane Barry Brooks showed us 
q BePUney 8nd he was very loud in his praise of their deal with 
Canada Square, the deal they got..,their building.—and of 
Canada Square itself. 
Now, when people are loud in their praise of 
4 something , you have to say, well, why does he say this? 
The thing that impressed me about it was each time Mr. Brooks 
said something good about the building, its maintenance or 


’ Canada Square itself or their contract, he supported it. 





« He would make a claim and then he would 
| say, for ari there was a roof ca Neha and , for ee 

 « eteess. there @ extra thermostats on a! wall. 

| & Bach time he said something he demonstrated it. 
eS Another thing, I was Sze siden a 


being a building operator and knowing the problems of the 


- by this time to 





big tenant in other peoples buildings. So when Barry Brooks 
told me about their tenancy and their relationships eB width, 
their landlord it sounded very good to nes because we were 
in buildings where we had good landlords and buildings where 


we had gpoor nem: ANA we knew them both, 
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( Mr, Shibley: And you were particularly informed 
a Reece it 


in respect of what could be good or bad about lessor/lessee 
arrangements? 

Mr. Witbeck: Yes. 

Mr, Shibley: And you examined into them carefully 
with Mr. Brooks? 

Mr, Witbeck; Oh, not in great depth, no. I didn't 
examine carefully, but I got enough of the flavour of it by 
asking a few questions and what he said to understand that 
it was a good relationship and a desirgable one, 

Mr, Shibley: Now then mid you re-attend upon 
Mr. Brooks at any time thereafter? 

Mr. Witbeck: No. 

Mr. Shibley: Did you ever re-examine the OISE 
building? 

Mr. Witbeck: I didn't. 

Mr. Shibley: No. Did you ever have any further 
communication with Mr. Brooks by telephone? 

Mr. Witbeck: No. 

Mr. Shibley: In particular, did you ever make a 
call to Mr. Brooks inquiring as to whether Mr. Moog was a 
friend of Mr. Davis? 

Mr. Witbeck: No. 

Mr. Shibley: Did you ever meet Mr. Moog? 

Mr. Witbeck: Not until after these hearings 
commenced. 

Mr, Shibley: That was the first occasion. Have you 
ever had any communication in writing with Mr. Moog or anyone 
on behalf of Canada Square prior to this hearing? 

Mr. Witbeck: Yes. We've begun to get into a 
little bit of our relationship initially through Mr. Patter, 
the manager of operations for Canada Square. 

Mr, Shibley: Yes. When did you commente your 


communications with anyone on behalf of Canada Square? 
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Mr. Witbeck: Oh, I can't be specific. Probably 



















last winter. 
Mr. Shibley: It would be the winter of 1972-1973? 
Mr. Witbeck: Yes. 
Mr. Shibley: Would that be following the making 
of the lease-purchase agreement? 
Mr. Witbeck: Yes. Following that. 
Mr. Shibley: All right, aa Gat going back again, 
you know that Mr. Candy reported on a meeting with Mr. Moog 
that he held on June llth. Did he ever discuss the results 
of that meeting with you at about that time? 
Mr, Witbeck: June llth, 1971? 
Mr. Shibley: Yes. 
; tm otinet |e as 
Mr, Witbeck;: I can't be specificasto the June llth 
ae, bu I'd hear from Mr. Candy occasionally. I knew 
he was meeting with Mr. Moog and talked about various things, 
as time went by. 
Mr. Shibley: Let's take the summer of 1971. What 
communication did you have with Mr. Candy referable to his 
meetings or attendances of any kind with Mr. Moog and his 
associates? 
Mr. Witbeck: # €poradic verbal contacts with 
Mr. Candy only ,_, 
Mr. Shibley: Yes. 
Mr, Witbeck:,%o the effect that he had met with 
him, was meeting with him. I recall Mr. Candy telling me that 
there had been drawings produced,-, building drawings,and that 
at some date that I'm not able to specify now I did @ see early 


drawings of a building. 
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Mr. Shibley: Is that all you have to say? 
BSG a A TA lof 





Mr. Witbeck: I recall Mr. Candy s@®etee— 
of these drawings that I saw he had disapproved of a feature or 
two about the building. JI remember kis him saying that to me. 

Mr. Shibley: When did he say that? 

Mr. Witbeck: When? You are making it difficult for me. 

I can't be svadeeiatwiem I am not able tog, 

Mr. Shibley: I am sorry,members of the committee, the next 
document has not been cEpdaey reproduced in a number of copies. 
ands document I nevertheless want to make an @xhibit, dated July 6, 
1971, which references a meeting between Messrs. Carroll, Manson, 
and Witbeck, and prepared by Mr. Witbeck. I ask that this be 
made the next CN ats Chairman. 

Mr. Chairman: 162. 

Mr. Shibley: Did you prepare that memorandum Mr. Witbeck? 

Mr. Witbeck: Yes. 

Mr. Shibley: I notice that it starts off, “Carroll, Manson, 
Witbeck met today to consider & what aspects of the proposed new 
head office building should be re-examined and discussed with the 
Commission architect, Tn ight of a probable sensitivity on the 
part of the architect wkw to intensive re-examination of the 
plan, we discussed also how we should initiate such a discussion." 
Just stopping there, what were you talking about Mr. Witbeck? 

Were you talking about revisions to the original planned building? 

Mr. Witbeck: aa aS Re were. "July 6,)/71, we had just completed 
our planning and completed a move into 77 Bloor West, which are 
very big thing. About 40 per cent of our head office staff went 
in there. It was a massive planning and moving ack nen we learned 
a great deal out of it. We had learned a great deal by that time 
and we have learned more since,» and we recognized at that time that 
the first building piggzg plans were not entirely suttab SY us. 


Mr. Shibley: Just stopping there Mr. Witbeck, did you reach 





that conclusion in conjunction with Messrs. Carroll and Manson anda 


independently of Mr. Candy and Mr, Sissons? 
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Mr. Witbeck: Yes. 

Mr. Shibley: Who are Mr. Carroll and Mr. Manson? 

Mr. Witbeck: They are members of my staff. Mr. Carroll 
was a member of my staff who,with thet leadership of the 
Quickborner team planned the move of three divisions into 77 
Bloor. 

Mr. Shibley: Now,then, you list in this thing 10 specific 
items that we won't get into, as to things you didn't like about the 
original plan. The members will get copies of this tomorrow, Big 


Por the moment, what I think to be of importance Mr, 





that as at July 6, 1971, you and your staff were, independently 
of the architecuval people and the General Mangger of Services, 
reaching the same conclusions; namely, that features of the 
building as originally planned were not acceptable to you. Is 
that correct? 

Mr, Witbeck: They were not what we would think was most 
desirable. We could have accepted them of course. 

Mr. Shibley: When did it first come to your attention 
that an altogether new design was in the offing? 

Mr. Witbeck: Subsequent to this; PB say in the 
next p-x=, this is gury\\r would say in the next month or two 
months probably. 

Mr. Shibley: me, OF course, by that time == I shouidn't 
put it in beat tacean Were you by that time in agreement with 
the idea that there should be an altogether new design? 

Mr. Witbeck: We were not only in agreement, we were 


G 2 i vei ve, ) 
very Hep Ge ee Se’ 


Mr. Shibley: I see. Well then, the next... 5 





Mr. Witbeck: I can give you reasons for that if you want them. 

Mr, Shibley: Well, go ahead. 

Mr. vi) ek To refresh my memory here, I have some respects 
in which the first new building was not entirely suitable aad there 
Were changes in the Statutory requirements for buildings in that 
period._I think Mr. Candy dealt with these | having to. do with fire 


rerulations, such as that. The airconditioning improvements had 
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become m= we had become cognizant of them3 Mr. Candy dealt with 
these and he was mea managing that. The first building Wms 
to be designed was a two-phase building and we calculated that 


if the first phase only was 
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| would fill it by the time it was built, Aina then of course we 
| would need a second phase almost immediately. We thought that 
| a two-phase job wasn't what we needed at that time. 
Maan x Now in 1969-70 we really didn't know a 
lot about office-—.I don't believe we knew a lot about office 
F planning And by 1972 we knew a great deal. We had studied it, 
we had observed it, we had travelled to see it, We had examined 
this thing pretty thoroughly, and =—-—._al- 
Mr. Shibley: Mr. Witbeck, just stopping there, Bo I 
take it that the number of people at head office had expanded 


rapidly during the five years 1967-1972? 








—— 


Mr. Witbeck: ees poms | 167 tof, it was expapding 
very rapidly in that long period. 
Mr. Shibley: And you were during the same period of 
time being confronted with renting premises from other owners 
at a variety of locations age Was this happening for the first 
time? 
Mr, Witbeck: ap tae heb had been in rented premises as 


far back as I have heard records, but we were interested in 





more of it at this time, 


Mr. Shibley: More of it. As you say you were becoming 





more informged as to what your real requirements were®, 
w 


becomin 


yi 









Mr, Witbeck: When I say we were beees 
I think my department put, more studyg more thought , on this 
matter, 

Just let me put in a word herey on this, Anybody 
who has an office building full of people, whether it is a 
rented building or not, an office building full of people working, 
the cost represented by that office building full of people 


will be about 90 to 92 per cent salary and benefits to theg 


| 
| 
| 
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will be the cost of 
people working in it, and eight to 10 per cent === 
© SEVYVECES mw 


aud th 
providing the i a the facilities light, heat, power 


telephone, paper and all else. my job for Hydro is dealing 
with this eight to 10 per cent of cost, Ana what we recognized 
was that if you deal well with the eight to 10 per cent of 
cost, you can favourably influence or induce the productivity 
in the 90 per cent segment, which is the people cost, bra we 
addressed ourselves to this problem. 

Mr. Shibley: Now again, Mr. Witbeck, you and Carroll 
and Manson were concerning yourselves in the summer of a 


independent fm of any prior communicationp from Sissons or Candy, 


ks that correct? 


| 
| 
| 


Mr. Witbeck: Maybe I should be cautious about the prior 


commitment or discussion with Mr. Sissons. I may have discussed 
this with him. 


Mr. Shibley: You may have? 





Mr. Witbeck: Yes, it is possible I did. Not with Mr. 





Candy. 


Mr. Shibley: I see, put you might have discussed it 





with Mr. Sissons? 

Mr. Witbeck: It is possible I let him know what we 
were thinking, yes. 

Mr. Shibley: I am producing to you another memorandum 
of July 16, A774, OWL NINE the thinking of Mr, Carroll and 
yourself as of that Sime subject, § lanning withm Doug Manson". 
Do you recognize that memorandum? 

Mr, Witbeck: Yes. 

Mr. Shibley: And again your studies mag as carried 
forward at that time are evidenced by the content of this memo. 
Is that correct? 

Mr. Witbeck: Yes. 

Mr. Shibley: Make that the next exhibit, Mr. Chairman. 

My. Chairman: Exhibit 163. 
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Mr. Witbeck: In this period we were always planning 
that there could be a es ern eenby Coe never earlier than five 
years. 
Mr. Shibley: When you say there could be a new 
building - that is what I want to ask you isu eds memorandum = 
: qt talks about a possible announcement op a new building in which 
the initial occupancy could take place by mid-1975a:, that is in 
the first paragraph. Were you talking about a new building 
based upon the original plans or new plans? 
Mr. Witbeck: I would say the original i Sides uty 16th. 
Mr. Shibley: Yes. And where did you and Manson and 
Carroll get the idea that a new building with occupancy by mid— 
75 would be constructed? That would require construction to be 
under way toward the latter part of that same year, would it 
not, ¢ or early 972? pits 
Mgr, Witbeck: Early gi yes; iL weuld. 
Mr. Shibley: Where did you get that idea from? 





Mr. Witbeck: Well, I guess I would say only because 


the need for it was , ipiesane d recognized by ali the Hydro staff. 
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\or. Shibley: It wasn't because Mr. Sissons had 


given you some indication that plans were afoot in that connection? 

Mr. Witbeck: I don't think he had given me 
indications that plans were afoot, no, but this was always 

Apart 

discussed as a maybe thing Vso. We always thought five years ahead. 
Every time a month went by, our planning moved ahead five years 
to the possibility of a building but maybe not. 

Mr. Shibley: In that connection, Mr. Witbeck, Spruce & y 
a document dated December 6, 1972, styled: Space.. New Head 
Office Building.’ 

Mr. Genest: What's the date, Mr. Shibley? 


Mr. Shibley: December 6, 1972. Do you recognize 





that document? Putting it another ways I notice again it still 
relates to the projected staff of 4320 people at 140 square feet 
a [etl af 

for Wat required space of 604,800 square feet, Bo you notice 
that? 

Mr. Witbeck: Yes, I think this is Mr. Candy's 
document. 

Mr. Shibley: Now, that would be for the whole of 
the Head Office staff, would it not? 

Mr. Witbeck: No, the 4,320 is the amount of Head 
cereieee 
Office sta “t¢“Ent icipated and was at that time by Saag Mr. 
is 

Candy that would go into the new building, that x deducting for 


aud Orde Street 
the staff that would stay in the Murray Streetjpu n&s, 


Mr, Shibley: I'm sorry, except for those CWO ag 
Mr, Witbeck: Yes. RGXEnNARX ENB 


Mr, Shibley: So that even as of that date there 





was expected to be a surplus of space of 384,000 square feet 
in the new building? 
Mr, Witbeck: Yes, 


Mr, Shibley: The original building, as conceived, 





would have provided in excess of 604,000 square feet, would it 


not? 





» 
? 


008 
Mr, Witbeck: 608 was the tigure Ae 1 understand jf, 


H-513-2 June 18/73 
5.05 to 5.10 pm 
DT 





Mr. Witbeck) 
yhase one. 
Mr, Shibley: So that you were zy 


Yee Lirantl d 
Mr. Witbeck: gust about fit. 





Mr. Shibley: Le wouwa just about rit, Ana this is 
projection forward to 1975? 


Mr. Witbeck: Yes. 

Mr. Shibley: So that in fact the plans as originally 
‘conceived would have accommodated the number of Head Office 

staff projecting forward to 978, but no more? 


Mr. Witbeck: No more; that's what I said earlier. 


e would have ‘Sggeem 


4 
' Mr. Shibley: The present planning now is to sublet 





¥ 
the 384,000 square feet, 1s that correct? That's the surplus space, 


eee 
t that 
. Mr, Witbeck:; Yes, I would say/the amount that's to 





be sublet is in some w question now but that & was the precise 


figure at that date. 


Mr. Shibley: Are you telling us that the projection 





today may be different than it was in x December of 1972, that 
more space still is going to be required in 1975? 


F 
Mr. Witbeck: ae again, please. 





Mr. Shibley: Are you telling us that there will be 





less surplus space in 1975? 


’ Mr, Witbeck: Less than Mr. Candy's estimate here? 
p- Pie Bee 


Mr. Shibley: Yes. 


————— nl 


Mr. Witbeck: It is possible. 


—— 


Mr. Shibley: We are not getting involved in Parkinson's 





Jaw, are we? 


Mr, Witbeck; No, I don't think so. Well, I shouldn't 





answer that 





Sela wiiagoa Nilocrdesliing OT, ‘there has been 
continued staff growth. We ,studied this back as far as 1965 

and up to the present and the staff growth has been very considerable 
due to the capital-_intensive nuclear design programme. These 

a the major factors, I would say in staff growth; The nuclear 


design as part of the generation projects design; the computer 
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function has been expanding in staff, phe caw 
in 


Mr, Shibley: Well, the computer function is/a 
separate building, isn't it? 

Mr. Witbeck: Not ail the staff are. The 
computers are but not all the staff associated. The thermal 
and nuclear operations part /and someth ng that has had over 


those years a continuing very strong influence on staff SrOwth ginny 





(H-514 to follow) 
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blackout, when it cameo the realization of all people that the 
protection and control systems for hooking all these utilities 
together weren't adequte. So that our own system protection and 


control people, the system planning @& division, stations 


—_ 


generations division and operat ons; Sieegseeiart = the 
in those areas, 
commission has been spending a lot of moneyjand those staffs have 





been expanding rapidly right up +I dont know whether that expansion 
is still finished. 

Mr. Shibley: Mr. Witbeck, are you telling us then that 
if you had held firm and built phase one of the originally designed 
building, by 1975, with what is Bnow happening, it would not have 
accommodated all the people required to be accommodated? 

Mr. Witbeck: I'm saying it would be about full. I would 
like to say, though, at this ¢@ time that when we édegae had this 
staff growth all this time, gigi head office staff per kilowatt 
of generating capacity, per kilowatt of demand, per kilowatt of 
production, head office staff is going down. 

Mr. Shibley: a ee It is rateably going down? 


his U7: + Dec cE: Rates ah ly? 
evil didn't say your fates are going down, I said the number of head 


Spee Age is going down rateable to the number of kilowatt-hours Sp, 
— - as 





"Mr. Witbeck: Yes, in comparison to kilowatt. hours ofir 





capacity, the staff, are falling. 





rMr. Shibley: Yes. I understand that. What I 





to ascertain for the moment popu. is whether it is your evidence 
that the original building would have been obsolete in terms of its 
ability to accommodate the staff now expected to be accommodated 

in 1975 in your new head office building? 


Mr. Witbeck: Yes. We wouldhave been full and not known 





what to do next. We would have to have some other plan, ,some 
further building arrangement. 


Mr. Shibley: I take it that your side of the operation 





wiphin Hydro mee, Ayes as of the summer of 271%, of the view that those 


plans were obsokte in concept? Is that right? 
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Mr. Witbeck: Yes, they were obsolete in concept, and 


obgolete in size both. 





Mr. Shibley: Right. Now I want ——EE——eEeE 
to take you to another topic for the moment f that has to do with 
maintenance, Mr. Witbeck. I understand from documents already filed 
that cintertuse costs were a matter of concern to Hydro as they 
compared with the maintenance costs incurred in other buildings. Is. 
that not so? 

Mr. Witbeck: Who is Hydro? 

Mr. Shibley: I am talking about Ontario Hydro. 


Mr. Witbeck: jimemamimazasdemmesss Ln these hearings, there 


ES 





have been statements made that Ontario Hydro maintenance costs were | 
high, and they have been high, and in some respects they are still 
high. The building maintenance as opposed to cleaning is still high 
But our costs wer chever as high as many yeople in Hydro were talking 
about bie “fhe reason being that things were called maintenance, 
both <p the office cleaning janitor side and ga tradesmen sidej. 
Ahings were called maintenance and entered in the accounts ‘ts 
maintenance which realy weren't. 

Mr. Shibley: Mr. Witbeck, you realize that one of the 
factors that was pointed up in the report of Mr. Candy and Mr. Mink, 
dated April 10, was the circumstance that Hydro's maintenance | 
costs historically had been high, and there were therefore 
advantages to including it in the contract with the builder developé 
Were you aware of that? 

Mr. Witbeck: I wasn't aware of the April 10 report when 
it was issued, but I was aware that people were saying this. And 
4t has truth in it. It is not wrong. I think it didn't have all 
the truth in it that people said. 

Mr. Shibley: HOw do you reconcile? 


EMT SEI RE 


Mr. Witbeck: It had some of it. 


LE EEE OIA) 


Mr.Shibley: It didn't have all the truth in it that people 


SOR EIE TO) 


sata’, 


Mr, Witbeck: It is a question fof degree. 


RELY EEL I PGI 


Mr. Shibley: Yes. 


ELIAS NRT ARNE ETS 
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Mr, Bitveck: How much higher than industry costs were 
Hydro's costs, fhis is the question, 

Mr. Shibley: Are you suggesting that there was an 
exargeration of the importance of mitigating against maintenance 
costs experienced by Hydro at the time that Pink and Candy mad e 
their & submission to the Commission? 

Mr. Witbeck: Please mak ask that again. 


Mr, Shibley: Are you suggesting that/there was an 





exaggeration of the importance of maintenance costs in the submission 
by Mink and Candy to the Commission? 

Mr, Witbeck: No, I am not that familiar with the submission 
to the Commission, I would have to examine it. I would say the 
answerg is probably yes but I haven't examined that submission, 

Mr. Shibley: I see, Have you never seen the submission 
of April 10? 

Mr, Witbeck: Yes, I have seen it, yes. 


Mr, Shibley: And you have examined it, have you not? 





Mr, Witbeck: But I don't know what figure they put in 
there for maintenance. 

Mr, Shibley: Well, have you seen the figures W put in 
by the four developers for mana maintenance? 

Mr, Witbeeck: I think I have, 


Mr, Shibley: Yes. 





Mr, Witbeck: Can you produce them! 
ay 
they put w $1.45 per square foot. 


Mr, Shibley: And in gam just dealing with Canada Square, 








Mr, Witbeck: Yes. 





! Mr, Shibley: Do you consider that a reasonable rate or an 








exorbitant rate or a low rate? 


5 ABBR igh aa ts ie SRE wea Mi I a ek SORES UE is oe es ee 
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Mr, Witheek: That's $1.45 for 1975¢ 


Mr, Shibley: Yes. 


Mr, Witbeck: In my opinion it could be,-well, I don't know 


it might be a little high, but not much, 

Mr, Shibley: Would there be a profit factor built into 
that rate? 

Mr, Witbeck: You are asking me questions that I am not 


well able to answer here. 


Mr, Shibley: Have you never investigated the possibility 
Tne, 


of contracting out the maintenance of Hydro premises? 
out_ 


aon 


Mr. Witbeck: We contract/some work now. 

oe RE IRE 

Mr. Shibley: Yes. 

Mr, Witbeck: We haven't seriously investigated the 

aaa 

contracting out of those things which we do now in our building, 
most of them, other than what we do now, 

Mr, Shibley: Did you ever investigate contracting out 
maintenance for your new head office building? 

Mr, Witbeck: I did not. 

Mr. Shibley: Did anyone? 


Mr, Witbeck: Not to my knowledge, I don't know, 





Mr, shipiey : In any @vent, Mr, Witbeck, getting back 
to the $1.45 per square foot for m&intenance and projecting ahead 
to 1975, can you assist the committee as to whether the cost to 
Hydro as of that time would be equal to, more than, or less than 
$1.45 per square foot for this building, if you were doing it 
yourself? 

Mr, Witbeck: That's pretty hard to say because we can't 
compare it with our own costs, Our own costs now are a little 
high, But the thing is, our own costs are in old buildings, our 
own maintenance costs now include manual costg of elevators, high 
repair costs of # many things. 


r, Shibley: Yes, 


eee en 





Mr, Witbeck: If we did the maintenance in a new building, 


| 
| 
| 
. 
| 


EEE 
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Mr, Witbeck) 

ome of our own costs would reduce. 

Mr, Shibley: Yes, this is going to be a highly efficient 
uilding, I gather — 

Mr, Witbeck: Yes, but —+ 

Mr, Shibley:-and one of high quality we are told. 

Mr, Witbeck: Right. 

eel this 

| Mr. Bhibley: And I gather that &mex should mitigate 
iwainst the cost of maintaining itf. 


Mr, Witbeck: That's right, 





Mr, Shibley: Would you anticipate, therefore, that gm 
the cost to Hydrog of maintaining its own building rather 
han contracting it out would certainly be no more than 1.4 “ie ‘] 
: contracting y n $145 yen ayo fre 
Mr, Witbeck: You said certainly, I didn't. 


eat IMT 





Mr, Shibley: Well what do you say? 
tee at ) Ps { 





ee ; mh 
Mr, Witbeck: Here, it's a hard question to wy, because 
haven't really studied it, Our maintenance costs this year will 
$1.53, I think it is, But Mm this is 1973 = 


Mr. Shibley: Yes. 





Mr, Witbeck:~and we don't have the benefit of some of 





he reduced costs that will go into the new building. So it's 
i thing ms on which I don't feel I can give you 4 precise answer, 
Mr, Shibley: Mr, Witbeck, is it fair to say that wh ig anybojfy 


8s responsible for making a study of it, it would be yourself yn 





Mr, Witbeck: Yes. 





Mr, Shibley: nd Mr, Carroilé 


Mr, Witbeck: Yes, 


a eee 
Mr, Shibley: And Mr. =, 
a el 
Mr, Witbeck: Manson, right. 
ell 
Mr, Shibley: Mr. Manson, is that right? 
i ead 


Mr, Witbeck: Yes, 





ew 


Mr, Shibley: And you are telling me that none of you made 





uch a study? 


Ge tet} 

fon: : : 
fe June 18, 1973 
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j Mr. Witbeck: No, age Injust the way you ask it, no,we didn't 





Mr, Shibley: Well then can we take from that that one of 





the reasons for entering into a lease-purchase was not the maintenance, 

doat ge ME PMNS 
fi —Y Rape H-516 follows ») 
l; | neato 
| ao. a 

ne 

f 

yi 
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One of the reasc 
was-not—the-maintenance factor which waqbuilt into 
the arrangement ; “hat was not arominent consideration? 
Mr. Witbeck: I think it was a prominent consideration, 
yes. 
Mr. Shibley: Then how do you reconcile it 
being a prominent consideration without anyone having 
made a study offit? 
Mr. Witbeck: Well ‘the books of account were 
read, and figures were drawn out of that. 
Mr. Shibley: Figures as for the old buildings 
you were talking about earlier. 
Mr. Witbeck: Yes, and measured in the way 
they have been put into the books of account, our account ,—~ 
wens, have nox, changed our accounts. 
Mr. Shibley: What do you mean by that? 
Mr. Witbeck: Well we are now accounting from 
the beginning of this year, we are now accounting for 
all our building work, in ways that can be related to 
the industry. We are trying to relate ourselves to 


Oud Vian 


‘6 
BOMA standards, the Building Owners Sm a edoothtions 








Ree es heretofor the accounts were not kept in that way. 
The accounts were not kept in ways that segregated 
building maintenance cleaning as a contractor would 
do oat from internal building services to our tenants. 
‘Hex These are the things that are mixed up in past 
accounts. It's our commercially equivalent maintenance 
and cleaning costs and the services which my department 
renders to tenants g- if we were in a commercial 
situation it would be on a cost basis. 

Mr. Shibley: Mr. Witbeck you've studied 


the plans for the new building under construction 


haven't you? 
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Mr. Whitbeck: Yes I've seen them and looked 


at them. 
AIT tiie, 
Mr. Shibley: @sggaemsx You've provided a certain 





amount of input as to the planning of that SUatChne., 
i 
haven't you? Is that correct? 


Mr. Witbeck: dag, Some . 


ou'yve 
Mr . Shibley : sess made suggestions. 


Seccommaimnee i cteaimnanel 
Wik beck 
Mr. VWebddalde: Yes 
You've. 


Mr. Shibley: Is that right? SS sought 


to eliminate many of the problems of maintenance that 
you've experienced in other buildings’ 
\?ve 
Mr. Witbeck: coon 4 sought to eliminate then, 


———————— eel 


yes. 







Mr. Shibley: Yes. - I know it 
tn SS cantata 


ee ee 





is really an opinion made without some study, as you've 
indicated, but would you expect to be able to maintain 
that building in 1975 at a cost of $1.45 or less? 

Mr. Witbeck: Opinion. 

Mr. Shibley: Yes, I gather you are an expert 
in this field. 


Mr. Witbeck: No you mustn't gather that. 





Mr. Shibley: This is your whole existence 
Pg 





isn't it® 

Mr, Witbeck: My whole existence Rage? at 
the end of 1969 and since that time we've been wrestling 
with many problems, and this problem of maintenance and 


bom] 
cleaning costs is one PEaE WEL Te identifying them and 





measuring them correct 1) , dimibindslaat we "ag only now 
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(Mr. Witbeck) 
have fully come to Ta ge at a very recent date. So 
T'mhnot , don't ;..-v 

Me. Shibley: All right, fgive me your opinion 
in any event. In your opinion, could youg maintain that 
pbuilding at $1.45 or less? 

Mr. Witbeck: You ask me for my opinion. If 
you get it, you will take it as my authoritative ci piece 
and I'm not quite prepared to give that. I have reluctance 
to. Its like knowing which horse is coming in first 
you know. 

ever 

Mr. Deans: Has no one else auay asked you that 

in the past? 
gihivek 

Mr. Witbeck: Asked me wixat? 

Mr. Deans: Whether or not it is possible 

ere 


have done \-¢s° 7 


to @zaees maintenance /for Rodale X a? 
Mr. Witbeck: Not directly. 
ed aR ted dk 
Mr. Deans: Not directly? 


Mr. Witbeck: No. 





Mr. Deans: Did they ask you indirectly? 





Mr. Witbeck: Never against a quoted figure 
like $1.45. 

Mr. Deans: Wellwhat have you been asked? 

Mr. Witbeck: On maintenance? 

Mr. Deans: Yes. 


— 


Mr. Witbeck: 
Sd Tt Saat sc Bett eal 





eines Rerative to the new 





buipding not very much of what the costs would be. 
Mr. Shibley: Mr. Deans if I may se eae 
aan eememmmnainnidinataiell a 


I'd like to present the witness with a memorandum 


dated November 3, 1971 from himself to Mr. Sissons. 
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ee 
ie eee 


nr 


as es a. 


(Mr. Shibley) 


SR aL ero ERNE | 


It's on the same topic or I wouldn't have interrupted. 
Mr. Deans: No, = I'm sorry I interrgpted 


you. 


Mr. Shibley: That's all right. : 
fart, Deans, |} AMAaSZeS wre Pe ee ee aa 


Mr, Chairman: I didn't number that last 
oe 
exhibits Raat was 165 and this next one will be 165. 


Mr. Shibley: Thank you. Do you recognize 
ecu my hee iN 
that memorandum as baie compiled by yourself? 


eo ¢ 
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Mr. Witbeck: Yes. 





Mr. Shibley: Mr. Witbeck, the whole subject 
ee ee 


matter of this memorandum has to do with maintenance cost, 


contracts for office cleaning and so on, does it not? 


WwW, 
aN, SA lade Yes, I just want to get this in 


a time perspective now. All right Yes@ 


Mr. Shibley: I would suggest to members of the 
a 
committee that notwithstanding the enumeration of exhibits, 
you put them in chronological sequence in your book. 


Gau nts wil 
eee: That confuse us, Mr. Shibley. 


Mr. Shibley: But I'll always give you the date, 











Reede- 1s that your memorandum? 


Mr. Witbeck: Yes, it is hat is Item 1, (a) (b) 
Nritiettenteeeeeense ee e J 


and (c) — 


You by saying 
Mr. Shibley: ‘ue start off emseey Mr. Dean's 


October 21 letter to you on this subject deals with building 





Maintenance costs among other things. 

Mr. wrt pe: Yes. 

Mr. Shibley: It points out the importance of this 
item in making cost comparison. ‘Yesterday we met with Mr. 
Dean for a general discussion of this item and my conclusions 
can be indicated thus: 

il. Our own high maintenance costs are due to 
three factors, High labour rates, office cleaning serviceg js 
more complete and of a higher standar ee of what appears 
in the accounts as cleaning is actually several forms of 
customer werkt cou! And then 

2, Contracts for office cleaning service must be 


good 
very precisely worded for wag. contract administration. 


Vv, 
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on close examination we find we cannot expect to get these A 
services; ame you list a number. , 
Mr. Witbeck: Right. | 
Mr. Shibley: And then the second paragraph on | 
the next page:- "We are now tailoring our cost measuring | 


system to measure our own services by categories#% in such 


a way that comparisons can be made in t@ag.geqfuture....If a 





decision is sae for economic reasons, to Nie cet Spay | 
maintenance in the new head office it is Aap OPE GN eae earee 
be made early in order that we could have time to resolve 
the resulting surplus staff situation. 

\ The time period would be three to four years and 
we would have the problem largely solved in advance by 
hiring only temporary employees “faring that period". 

*. 
Now, Mr. Witbeck, you were asked to make a study 


of this very problem, were you not? 


Mr. Witbeck: I wasn't asked to make a study. 





Mr, Shibley: I see. 


reverence, 


Mr, Witbeck: This is my response to a discussion. 


PONIES: 





Mr. Shibley:; al a you not aware during 1971 





and 1972 that the question of maintenance as a cost element 
in the lease-purchase agreement was an important consideration? 


Mr. Witbeck: I knew it was a consideration. I 





didn't know how iatane it was. But my attitude may be - 

this may be partly explained by the fact that I think Ontario 

Hydro can get building maintenance rendered to itself 

under a system of good contract administration probably at i, 
less cost than we render the service to ourselves. 


Mr, Shibley: Weld then t' 11 show you Exhibit —~ 


Lr me HH) 





Mr, Bullbrook: Excuse me, does that mean contracting 


ee 





out? 


Mr, Witbeck: Yes. Yes, it does. We contract out 

Be ye eae 
some now. but if you don't contract out properly you don't get the 
benefit of it. 
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Mr. Bullbrook: Mr. Shibley, before we leave this 
ee ey would you mind just rig questions? 

Mr. Shibley: Not @@ econcerng me. 

Mr. Bullbrook: First of all, the collective 
bargaining aspect of things. Am I correct in assuming 
Bhat Item l(a) -'‘our high labour rate - does that refer 

to the fact aren't those employees involved under your 
responsibility part of the collective bargaining unit? 

Mr, @Witbeck: Yes. 


Mr. Bullbrook: Do you have any idea whether +-~ 





at these questions are unfair you just let me know right 
away, okay? If you don't have any knowledge of them. 

The witness before has said that it's likely ‘Smeeex they 
will be assimilated into the Ontario Hydro &mployee scheme 
Bor things when Canada Square takes over. Have you begun 
‘that yet? 

Mr. Witbeck: Yes. 





My, Bullbrook: Right. So the 





Mr, Witbeck: We have &iitewems It planned. 


Siiteeeteensaneienee 


Mr, Bullbrook: You have it pianned? 








“The high labour rateg that 


( “H-518 to 
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Ratewaet\ you are responsible for under the collective bargaining 
agreement now will not reflect itself directly to Hydro's benefit 
since those employees will be assimilated somewhere else. Is that 
correct? 

Mr. Witbeck: Let me answer.. See if I andwer your questic 
this way. If we go into this new building, Canada Square will be 
respnnsible for the maintenance,.the office cleaning and the buildi 
maintenance. 


Mr. Bullbrook: Right. 









, 700 of 
Liiee sandabeteeh ef se whole head offi 


staff Hon oe 60 per cent of it is in rented buildings. So relativ 





whole head office staff . «as 


to that segment of our head office staff, 60 per cent of the 
building maintenance and cleaning is already contracted out to 
other building owners. Of the balance of 40 per cent, haif, about 
20 per cent, we will continue to do in our Murray Street and Orde 
Street buildings. 

Mr. Bullbrook: About half the 40 per cent? 

Mr. Witbeck: Yes. 

Mr. Bullbrook: Are they presently utilized in the Murray 
and Orde Streets Cert trey 

Mr. Witbeck: Yes. 

Mr. BullibrooK: They are? 

Mr. Witbeck: Yes. 

Mr. Bullbrook: So about 20 per cent of your maintenance ‘ 
staff is presently utilized in the main office building now? 

Mr, Witbeck: Approximately so. 

Mr. Bullbrook: Approximately 20 per cent? 

mR. ‘Khtpeck: Yes. So when we are talking about contracting 
out work in future to Canada Square, that we now do ourselves, we 


are talking about that amount of my staff that relates to 20 per 


5:30 - 5:35 pm 
CA 
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(Mr. Witbeck) 
cent of the whole head office staff. 

Mr. Bullbrook: Yes. Thank you. Ar@you assuring us that 
there willbe no erosion of the bargaining unit then? Do you 
understand what I mean by that? 

Mr. Witbeck: Erosion? 

Mr. Bullbrook: eit aie right. No... Yes, erosion is the 
word I want. 

Mr. Deans: Reduction. 

Mr. Witbeck: Reduction? I think what you are doing, 

Mr. Bullbrook, is asking indirectly, are people going to be laid off? 

Mr. Bullbrook: Yes, I should have put it that way: 

Are people going to be laid off? 

M¥. Witbeck: The answer is very little, if any. I don't 
like to make precise promises, but we have discussed this at some 
length. We have done a lot of planning on it. And I can say this: 
If you, Mr,Bullbrook, want to phone megxand I invite you to do soj— 
three years from now, and ask me what happened to that eters, + 
believe I will be able to answer you with answers that are : 


~~ Satisfactory in terms of the ‘ate 


values that motivate you in asking the question. I invite you to 





phone me three years from now. I think you will get an answer that 
is satisfactory to you. 

Mr. Bullbrook: No. I'll probably be practising law in 
Sarnia. I hope Mr. Shibley is not angry with me. i just want to 
earry on for a minute. It is of vital concern to me. 

Mr. Chairman: You feel it is relevant do you, Mr. Bullbrook? 

Mr. Bullbrook: I think it is, Mr. Chairman. I just want to 
say to you. There are two methods of looking at erosion of the 
bargaining unit. One is the question of laying off people which 
is the first thing. d 

Mr. Witbeck: Right. 

Mr. Bullbrook: The second one is the question of natural 
avers hion . cAnd that is the way normally that collective bargaining 
units are eroded. 


Mr, Witbeck: Right. 
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ke 
( Mr. Bullbrook: IN your responsibilities you, I take it, : 


assume that, do I assume correctly, that there will be some natural 
attrition as far as the bargaining unit is concerned? 

Mr.Witbeck: Yes, there probably will be. 

Mr. Bullbrook: The relevancy, Mr. Chairman, and I know 
you are bearing with me; I think ‘ts germane to our considerationg te 
look at the welfare of the employees in our consideratin of this 
whole question. Maybe others don't agree with me. I'll gO on to 
another question then just for a moment. 

Mr. Deans: Same topic? 

Mr. Bullbrook: NO, not the same topic. 

Mr. Deans: May I ask a question me the same topic? In 
regard to the changeover from hiring your own maintenance staff, 
whether it be 20 per cent or not, to the contracting out as will 
take place in the Canada Square operation, has there been any 

AND THE UAMIeEN 
discussion do you know, between Hydro nenagement« Se ee eee ee 
involved® same 

Mr. Witbeck: Not with myself. 

Mr. Deans: Would you have been a part of any discussions, | 
ne hes at discassionaptake place? 

Mr. Witbeck: Probably I would We part of formal discussion 
yes. There yould Wave been some esas discussions. There could | 


aay een. I am not aware. 


Mr. Deans: Augiau familiar with the collective bargaining 


agreement? 





Mr. Deans: I should have brouekttt—with me. 


H-519-1 follows 
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ao 
Mr. Witbeck: Much te onan I used to be 


but,yes, I am familiares ih iC 


Mr. Deans: I should have brought it with meg 
Our 
Kee se there is a clause in collective bargaining agreement 


that says #tlihere there is in fact any change. 


Mr. Witbeck: Yes. 
Mr. Deans: +7 That there should be discussions take 
place, and it states a period of mena cs manda can't recall the 


Peli 


exact Rez period. 


Mr. Witbeck: Six months. 
Mr. Deans: Six months, thank you, prior to the 


decision|ot prior to the actual change&, but prior to the 
decision. Wigwest Wouldn't that have required a discussion 


prior to this date? 
Mr. Witbeck: I think you are @ referring to the 


Mr, Deans: Yes, that is exactly what I am 


technological change, 
referring to. 

| Mr. Witbeck: There is some word ahead of technological 
chanee, and there is a committee agreed to jointly between the 

union a the management on this subject. We have discussed 

this with our labour relations people. We have akxeuxak 

discussed with the union in the context of that agreement ,_ 

WE technotogtcal change | |we have discussed with them the subject 

of switchboard telephone operating staff. We are going to be 


acquiring a Centrex system -and this is going to reducem, 





Mr, Deans: Have you done it in regard to 
“ 
maintenance staff? That's what. wos Hoa 2Kig oO © 
Mr, Witbeck: Yes, I guess I am not exactly familiar 


with what has been said within the context of that technological 
Change committee, whether there has been anything or not , I gam 


not sure, 


H-519-2 June 18/73 
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Mr. Genest: Mr. Chairman, may I-—-;I am sorry, Mr. 
Deans, I have two points to make. First of all, my 


respectful submission is that on the qualification of what & has 


Occurred) 
\Coppgaze Here as a technological change, I ethinkKI sa could give 
ats to/ 


you an argument kekagixe whether this is or not es Secondly , 

my respectful submission is that we are very afield from the 

subject matter isaisee of the Anquary. We are getting into the 

matter of Hydro's labour pisieiaiaiecess oan my respectful submission 

is that this is not germajne to this anquiry . : 
Mr. Chairman: Under the terms of the ¥hquiry, 

we are to examine and review the matter of and the circumstances 

surrounding the agreement for the construction of the new 


Head Office building. I suppose it could be conceived that this 


is one of the circumstances surrounding -tbts.dkew 





~obdsiutieidesinioetinacs205, Ke combtrir< ¥ Ovi 








Mr. Bullbrook: Well, I invite your consideration 
a Wf 1. 
aS, 

number five. It says: eae the agreement of a nature and 


RESBEEKINE of such importance that Ontario Hydro should have 
submitted, For ‘ij consideration on a policy basis to the minister 
Rex reporting for Hydro". Now we have to come to a conclusion 
in that a jenn ne I think the effect upon the collective 
aaxgag bargaining agreement, if there is such an effect, 
certainly has to be germaine or relevant to our deliberations | 
asd I don't want to pursue it unduly and I gapologize to Mr, 
Shibley for getting into a ai greasionybut I think ag its of 


ge probative 
fekekaek value. 











have raised 
daaake Chis whether you had 





Mr, Deans: I would sy 





or not so don't apologize. 
Mr. Bulibrook: I am apologizing to Mr. Shibley for 
taking so much time because he has a train of examination in mina 


and when we take too much of his time, it is difficult for him. 


Mr, Deans: Well, I am not. 
Mr. Chairman: Continue, Mr. Deans, & anyway but 
ve 





as I said, keep the time in mind, 
Mr, Deans: Myam I am not going to take much more .C Qi. 
een ee 
I haven't taken much of it anyway, <agst“fhe fact of the matter is 
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‘ir. Deans) 


hat I #am 






curious to know whether the committee set outa L Could ged 
pet the appropriate clause = 


Ur 
“ages I would have to go 


oJ Und Ihe, reo 
ipstairs —@ clause that we are both familiar with in the 


‘agreement, whether the provisions of that clause have been 


7 _ \suck cA 
ollowed or whether in fact, they “Remass chan his from 


hiring maintenance people to do the work to employing a 


do 
group outside ofthe work .—, 


Mr. Witbeck: This ,in my opinion does not EMXRX come 






under the terms of reference of that committee, namely 
technological change. In the Contwex telephone system, it does. 
Ontario Hydro has an excellent reputation for security and 
continuing employment for its employees: gad I think eat there's 
nothing going to happen in the next two, three, four, five, six, 
even years thaty stroy§ that reputation. 

Mr. Deans: Well, I just want to ask one other 


«os Sd ata ; 
ORES Orn OY / atl 
question. How can you come to conclusion that is a 


Saving to Ontario Hydro bie moving from the existing system 
Misuse 


maeeecleaning/maintenance to a system of employing outside 


z J 
. 1F_tw* Pac that / 
vi cesg\ ate ou are prepared to say (there would 


be no reduction in staff, that the employees will not suffer 


(Aree, \ Compt YS 
and that we will be able fae in Rea” or ihe Vears /pive you 
\ 


a telephone call and find/that everybody is still there? 

Mr. Witbeck: Well everyboay Wat be stili ere 
because attrition is one of the things that counts heres; 
and we are working on it. A&k& We use it. Attrition isn't 
Something that just happens. Aktecasks Attrition is something 
that you plan on and a gee use intelligently. You apply it 
80 that the results are gaax good. 

Mr. Allan: Well, Mr. Chairman, with very great 
respect, this could happen wm whether this building was being 


built or whether it wasn't. 


2 Paes 6 = 
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(Mr. Allan) 
with great-respect, tite comit happen-whether this building 
(i3—petne—bubit oe ghethes—it wasn! _and it seems to me that 
_\germaine to su Sb re peter 





and i would msuggest 
that you make a ruling. 

Mr. Chairman: Well, Mr. Deans said just one more 
qué ion and I tkink he has had just one more [heeks on, ane Ef 
BM LOLNE bewmermenem 

Mr. Shibley: Mr. Chairman, I would like a ruling on 
this question Se ee as that ruling is made one way 
or the ofher, there may be other evidence that I feel required 
to tender. I must say I have gone on the premise tb this point 
that it was not germagne and for that reason hae not intended 
going into it nearly as much in depth as the committee members 
have done, but if there is a decision by this committee that 
it is germaine then I feel there is other material to be tabled. 

Mr. Bulibrook: Mr. Chairman, before you make a ruling, 
& would like to speak to it, 

Mr, Chairman: Fi7ne then, if you will proceed, Mr. 
Bulibrook. 

Mr. Bullbrook: I take it that counsel's advice to us 
is that it is not germad na. I feel it is germaing, I think that 
under the terms of reference,-,you have quoted the first 
paragraph in connection with all the circumstances surrounding ; 
I don't rely on that really. 

Mr. Shibley: Mr. Bullbrook, I want to correct you, 2 

haven't advised you one way or the other, TI must say that I 
just presumed up to this point that it was not germagng , at least 
certainly not sufficiently germagne to eet into in depth, but I 
am waiting to hear the representations made and the ruling that 
is made. 

Mr, Bullbrook: Yes, well I wanted to rely more than 
anything else on the question of policy, and part of our 


responsibilitges - and I will read agains » | s the agreement of 
; © ~ 


. 
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(Mr. Bullbrook) 


Yer nature and of such importance that Ontario Hydro should 
have submitted. for Peers considerastion on a policy basis 
to the minister reporting for tease lt 

Now I think the question of the em erosion of a 
bargaining unit certainly has to be a matter for government 
policy. I feel that myself. Whether that is submitted to 
government or not is a judgment that we must make, but I think 
that the whole question of the collective bargaining rights of 
employees is of paramount importance to us and should be 
considered by us in the context of the responsibilgity of the 
administration of Hydro and our responsibility. 

For example, if I may say to you, the question of 
attrition is not a simplistic a ae I say this most 
respectfully to Mr. Lida LA) a my understanding of 
collective bargaining units and the establishment of them under 
our labour relations statutes are twofold. One is that the 
employee in the establishment of a collective bargaining unit 
has certain rights. Also that the positions themselves inure to 


the benefit of those people, not only those people who occupy Sua 





from time to time the positiong, but to the positionx,samm 

and that is why I am interested in it, gm I am interested. 
secondly wgithe question of the economics of it. I think that 
we must take into consideragtion in our total judginent , in 
analysing the benefits accruing to Hydro with respect to this 
contract,whether there will be, in fact, a saving resulting to 
Hydro from the erosion of the bargaining unit cease, ue matt~er 
whether it tg results from attrition or otherwise. 

I would ask you, Mr. Chairman, to rule in favour of 
this line of questioning because I had hoped to get into it Speer 
and I apologize again for the length of my particular endeavours 
at this time. 


% 


Mr. Deans: Mr. Chairman? ca | 
SLL SER) 


June 18, 1973 
540-5, 45 p.m, 


° ° 


H - 520 ~ 3 


Mr. Chairman: Mr. Deans. 

Mr, Deans: Thank you. I want to deal only wi%th the 
last point Mr. Bullbrook raised, It was Stat ed jpeg in the 
early submissions that ‘#@ one of the major considerations 
in deciding to go to a lease-purchase agreement wath Canada 
Square was the saving in a of maintenance. It is not 
possibile to understand how the saving can be accompa@i shed 
unless you understand exactly what happens to thosem people 
who are currently involved. You can't just assume that they 

they obviously 
will be eesind lated because ree ean't,allibevand still have a 
saving, owt Tt is therefore necessary for us to ask the 
kinds of questions surrounding what happens to existing 
employees and what happens to the collective bargaining process 
that they are protected by, in order to decide whether the 
justification for claiming that maintenance was a major factor 


ind THE 
al decision-making is reasonable and fair. 
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; Mr. Deans 
fr, Deans ® \ ae 
\ @ne of three points that was raised]was the matter of main- 


tenance and the importance that the saving of maintenance 
C Neus OITanden yt. 5 leases UTM aS ee _ 
would play in embarking on this =mamecieemaumenene, And 









fihenemee there was a tremendous emphasis placed on that 
in the early documentation. In gg order to properly under~ 
stand jve have to iia clearly how this saving use 
going to be realiped, and whether those individuals who 
are currently involved in the maintenance of existing 
buildings are going to be maintained po eg yi operation 


and in what capacity, in order that we can see whether or 





pee not there is in fact a 
ah 
dollar saving for Hydro by doing that , <li! taking ‘> this 


particular approach, And in doing that, it out of necessity 
requires us to ask whether the terms of the collective 
bargaining agreement have been lived up fo, or are going 


whether 
to be lived up to, sauaniner 





it is the intention of Hydro 


to maintain those individuals and to maintain ete 
positions 
pitgemux that those indi- 








viduals hold within the collective bargaining process, aad 

“Fhat 4s one of the key factors. If it is the intention 

of Hydro to eliminate « certain positions which are cur- 

rently bargained for and recognized within the collective 

bargaining process that Aad ‘pet Layee union involved, 

nd-we have to make the judgement as to whether or not 

it is proper for Hydro to de that Sumeme within the terms 

of the new policy with regard to lease-purchase agreements. 
mt mag 

Semmax ctake—a- short period of time to pursue it but surely 


it is better to spend that time now @iaaiheeigagmm when we 





“than. 
have the appropriate officials before us Zama“to find out 


ater 63 HAs 
in three years’ time “tiene —eommittee has made its recom- 


mendations , gs that those matters ought to have been 
pursued es fully and weren't. There is only one - kick 


at the ball in this thing and this is it eee if you don't 
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5.45-5.50 pm 


Vows 
(Mr. Deans) 
into 
look = it now, you don't look into it. I think it is 
important that we look into all aspects of all matters 
sa touching upon this agreement, Ana one of those aspects 
is what happens to existing employees and the jobs that 


that 
they currently pote ee are going to be replaced by 


QB NOW cccmomane yhaps 


Mr. Shibley: Mr, Chairman, QT can just con- 


tribute. I must say I am impressed with the representations 


made by the two members. It is a fact that emphasis will 





OP , 


be placed on @imms savings referable to maintenance/ 


YEE 
his was one of the key considerations in entering upon 

this type of transaction, which is why I myself have got 

into this area with this witness. I know that the financial - 
people in particular rb ie get into this area and whereas 
certain of the evidence I thought might not be as necessary, 
I myself am coming to the view thatpmenbers have made Seer 
their pbeigh Meds I don't know that it willaid too much. 

I am a little bit sbbalthaead might tell the 
nembers because what I had in mind when I asked for the 
ruling is that I am in possession of a document prepared 
by this witness with partiuaulars as to personnel within 
Hydro who may be affected by the change. Weighing the 
probative value of the document before it was raised by 
the committee members against its prejudicial effect, I 
had thought it was unnecessary to tender it. Row 3h light 


2 


of what has been said, what I would like to do is tender 
the face page of the document, dealing with what waEpthen 
thinking of this witness but not incorporate, I don’t even 
know if I can do that the schedule of people who are 
listed by mg 8 part of that document. Although again 
there are notations referable to the mode of dealing with 


those people endorsed on that schedule. So I am in the 


committee's hands. It is my duty to bring the existence 


a 
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(Mr. Shibley) 
of this document to your attention now that you have raised 
the question of wi last: Ua I will act on your instructions. 
Mr. Chairman: All right. Are there any other 
speak 
members of the committee who wish to dGseti on this. Have 
you anything to say, Mr. Allan? 
Mr, Allan: I must say, Mr. Chairman, that I am 


ute 
afraid if we get dealing in matters like this, there might 


be no limit as to the considerations that we will find it 
look at, r; 
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(Mr. Allan) 


Nw in view of the fact that the Hydro people are presently doing 
what amounts to this very same thing in certain of their areas, I 
should think that labour relations is a matter that can be 
considered and dealt with in the usual way, . And I am sure then, 

I would hope that those people who are concerned would be fairly 
used, but I still don't think that it comes within our terms of 
reference. 

Mr. Walker: Mr. Chairman, I agree entirely wih what 
Mr. Allan is saying. However, I feel that there is some benefit 
that can come from costing the actual employee additions to the 
$1.45 figure. And insofar as that goes, I see nothing wrong with 
that at all. I am very concerned that we will branch into a number 
of tangential areas, and while we cannot underplay the whole questiol 
of labour relations, I feel that it's far beyond the matters within 
the terms of our refergence, and far beyond the section quoted by 
Mr. Bullibrook relative to whether the policy mattergfi mgs should have 
been brought forward to the ministér. 

I do not think that is the question of policy that was 
intended by the point five advanced in the terms of reference. 


Mr. Chairman: Mr. Newman, 





Mr. W. Newman: I'd like to ask a question first before 





I make a comment. What percentage attrition do they have in the 
staff per year oyHydro now? 

Mr. Deans: Oh just for a moment, #22 frress, 
to go into that I would say. 


That's exactly what you're going to have to rule on. 






Mr. W. Newman: All right, Mr. Cha&rman,~% 





my comment jg -, 


Mr. Deans: That's the reason why I won't agree with 





you. . 
1} 
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Mr. W. Newman:}4That's right, assuming that attrition 
he on’ a certain rate per year, and I Co percentage, then 
fwith the labour relations we know that the Waeae1s going to be 
available by 1975, I'm sure that Hydro will always have good labour 


relations —».and I'm sure that these 





employees .=, there's only 20 per cent of the maintemance staff that 


j TR Dd 

we're talking about in ‘degumemes eee 2 and I think by ane ettri~ 
THIS toot cAN onl axed ‘Or An 17 SHOULD GE | 

tion Sas see pe: “Tealt™ Fy. SeSrp bnknre dee oepeapeande — 

’ THE LABOUR RELAT Oates 








level 







with Hydro, and the union. 

Mr. Chairman: Any other comments? 

Mr. Bullbrook: The only other comment, I certainly have 
great reticence about involving any employee or group of employees 
Bin the trauma of possible loss of their jobs and I would look to those 
people representing the public here, really, because I want to say to 
you, Sir, that I've been involved in my community in this very trauma, 
ax fhat's one of the reasons that I bring the matter up. When I 
talk about representing the public, I'm talking about the reporters, au 
those people representing the news media. I don’t really think 
that the substance of that menorandg necessarily Saami t dk ae 
of public concern. I want to express that concern. It doesn't in 
any way restrict what I said before as to the principle. 

Mr. R.G. Hodgson: You're saying principle of theory or 
theory of principle rather than the peitolppetawightaclbais: 

Mr, Chairman: Gentlemen, I'm sorry to have to make a 
ruling Because life was very pleasant up fo now, other than the fact 
that we're getting a little dreary sometimes. And you have 
certainly livened it up, Mr. Bullbrook, 

I questioned you when you got into the Field: as you will 
recall, and,the thought that you are walking on the line of relevancy, 
you drew to my attention our own rules rather than the terms of 


reference from the House itself, Jee I don't want to see us get into 


the matter of labour relations. 
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(Mr. Chh&rman) 


I think that's a matter for Hydro to look at, and certainly not for 
us, under our terms of reference. But I do agree with what Mr. Deans 
was saying, ae I feel the matter of the economics of the contract 
aune certainly something that we should look at. So, I am going to 
at this point that we can proceed onm the matter of the economics 
and try and separate that from labour relations. That's the difficult 
phat was I was santa before. 

gs, it you are going to get into the matter of labour 
relations, I am going to rule it out of order. But, as far as the 
economics of this contract, as in regards to the labour maintenance, 
then I am going gg to rule that in order. Now, if I can follow that 
line, I know it's going to be difficult to do. But that's the 
decision I'm making because I think one is relevant and I think the 
other is not relevant. So that is creating further decisions for ne, 


Ll Am 60ne- To 
Beet rule matters of general labour relations out 





= 


of order but the matter of the economics on the maintenance staff 
as in order. 

I think maybe that's along the line you were talking, 
Mr. Walker. 


Mr. Bullbrook: Yes, it's almost a Solomon-like approach. 






Mr. Shibley: 


ee 


Mr. Chairman: The beils are ringing. Have you any 


nT Se ay 


gt I feel like ¥the baby? 


word from upstairs as to when the vote might be? 
Clerk: It will be several minutes yet. 
Mr. Chairman: It will be a little while yet. Well, then, 
pea t+ SS ending Be , 43 


maybe we can ReMi ye a Deans. I think you had ggmem@ asked : 


question aggensumemmmuas 





Mr. Deans: I want to leave the matter up to Mr. Shibley. 


EERE Ea 


Mr. Chairman: All right, we'll leave the matter up to ~ 





Mr. Stgek Shibley now to see what he's going to do with the baby. 
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Mr. W. Newman : Well Mr. Chairman, following through on this 
quest ionwing we had eariier here, I believe if I omavabowe sur 
figures correctly, your alasing/cost per square foot was ##$%% $1.53. 
right; in 1973, on the old haex building? 

Mr. witoeck: 7udgeted costs on our present buildings, 

Mr. W. Newman: What percentage increase do you have a 
year?» brat percentage increase @ per cuit Have you doné this 
on a yearly basis? 

Mr. Witbeck: No because this year for the first time we 
are measuring it in a certain MAY es I can't compare with 472 
or fri. 9 


Mr. W. Newman: What about in Dien 






What percentage increase 





did you have there? 

Mr. Witbeck: I can't teliyou. I am not able to tell you, 
because historical1y7the accounts we cannot separate out except 
with great expense. We can't separate out the differance tite 
between building maintenance from services that we render Sete Rea 
internally to the organization which are not compzrable to commercial 
building maintenance. 

Mr, W. Newman: But your figure for 1973 is $1.53 per square 
foot, Right? 

Mr. Witbeck: Whet- Web ie SaaS TS shert=s- Yes. 


Mr. W. Newman: What was it in 1972 then? 


Mr. Witbeck: I don't know. 


San Terre: 





mr. Ra. Hodgson: Is that only anetimate? 





esc Ce OL 


Mr, Witbeck: 





a= faking our budgeted costs 

for '73 Brae Bott, Lis them to the square feet we have, that is the 
cost. Insofar as the puduet is an estimate, it is an estimate. 
Mr. W. Newman: Well Mr. Chairman, may I ask Mr. Witbeck 


M 
again then, may we have the #m budgeted figure for 1972%, maybe tomorrow’ 


H 523-2 June 18/73 
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Mr. Genest: We'll try and get that for you, Mr, Newman. 
Mr. Witbeck: It will be difficult to get absolutely 
comparable figures. 
Mr. Genest: Let's see what we come up with. 


Mr. Chairman: The suggestion a has been that we might meet 





tonight. One of the committee members had made that suggestion. 

Mr, Walker: Mr. Chairman, I think maybe we should try and 
move this along. 

Mr. Genest: Medd Mi Chairman, I have made a very important 
engagement ae. tn gh i 

Mr. Charman: You are not available, 

Mr. Genest: ..%with reliance on the adjournment hour. 


Mr, Chairman: bee then are the possibilities 





for tomorrow? 


Mr. Genest: Fine. 


CC 


Mr. Chairman: Does any member of Hydro have any gm comments, 


——— aaa 


through Xou, Mr. Genest? 


That's all T need —y 
Mr. Genest: No. @& RCI OL SpE EN 





SA ee 


Mr, Chairman: I think we should try to move this faster 





if we can. 
Mr, Bullbrook: So that we have an understanding, and I am 


too personal a friend of Mr. Genest for him to take offence, but 


I think really that everyone should take reliance on the fact that 


— 


we are ki going to be pretty a Dae ut in our hours meBe here. 
I realize you have a comm’ tment, ‘and garter this entirely, 


but I think really from now on we might sit at night, in the 
Ewe ; 
mgm morning, if the urge is upon & us so to do, depending 2n/our 


ope 
OWN COUNCHAy 209 , +4 


Mr. Chairman: I think that is right. We may have to try and 


A OAT 


have a little more flexibility. 


Mr. Genest: It would be helpful if the urge was announced 


oo eeeemenamanele 


a little ahead of time. 


Mr. Deans: I would prefer to sit the evenings rather than 


mornings. Again, because of the additional work load of trying to 


keep up with pag te Be, I would rather sit evenings than 





j H Oe3=3 June 18/73 
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mornings. J 
Mr. Chairman: NOw the House doesn't know what is going | 
to happen I F cea itself next week, depending on the process of 
legislation dnd the Queen's visit, so that there is a good 
chance what we won't be meeting at ali i would think, next week. 
Mr. Deans: You don't intend to calli the Queen? 
Mr. chesymens Well, I would like to call the Queen. I 


) 
would think that there might be some higher authorities that might, 





improve 
Mr. Deans: She may @iusmipiguepeteememeroor? the debate? . 
Mr. Chairman: She has got a eis house to maintain. 
Mr. Shibley: Mr. Chairman, I might tell the Chairman that 





relying mpmrkeer upon the circumstance of three or four weeks ago, 
I arranged a business meefiing in Phoenix for Monday next, so I 
would not be available for Monday but I would be back Monday 
night and available on a daily basis, day or night, for the balance 
of next week, 

Mr. Allan: Mr. Chairman I personaily meee see no reason 
why we couldn't meet a couple of days next week. 


Mr. Shibley: I agree with that. I would like to. 





Mr. Deans: I am prepared @ to if ‘thursday and Friday.... 
" ei xbpeaaltshacmeaes? 

Mr. Chairman: If each of & the members of the committee 
ee eeeewaon 


would just jot the dates next week that they might be prepared 
to Rat’, age, I will try to compile them all and put them together 


“a Deans: I want you to understand won't be RaBRekye 








Oe 





Mr. Chairman: No I wma don't think from this point on org 40 pas 
S Fy 
Well I don't think it has been that happy @ meeting anywhere along 
) 


the line. We are adjourned until three o'clock tomorrow afternoon. 


he Committee adjourned at six o'clock. 
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M.R. 


Mr. Chairman: Gentlemen, I call the meeting 
to order. 

I have polled the members of the committee and 
there are enough of them able to be here tonight for an 
eight o'clock session so I would presume that we will 
proceed with an eight o'clock session at that time. 

At six o'clock immediately after we adjourn 
this evening, I would ask the committee members to stay 
in camera for a few minutes. Mr. Bullbrook has a suggestion 
to make which I concurred with and I think it is reasonable, 
but I would like to meet the committee in camera at six 
o'elock. 

Mr. Shibley? 

Mr. Shibley: Mr. Chairman, it may be interesting 
for those present to know how late # we are going tonight 
and I just remind you that the Legislature sat until three 
last night and I suppose we could extend ourselves and 
we might be able to accomplish a great deal in the time 
available to us this evening. 

Mr, Bullbrook: Would it be too much to ask if 
Siew wdet COUNSEL. ...> 

Mr, Shibley: Well I'm prepared to go as long as 
you are, 

Mr, Bullbrook: You won't have the endurance we 
do because we have lots of experience. 

Mr, Chairman: Well, we have to think about the 
Hydro people too but anyway we won't put a time on closing 
at the present time but we will try and make some progress 
this afternoon. Mr. Shibley. 

Mr. Shibley: Mr. Witbeck, I'd like produced to 


you a document ... 


H-524 - 2 June 19, 1973 
3 ab S= w3ic20 Tams 
MR. 

Mr. Bullbrook: Mr. Shibley, I'm sorry - before 
we begin, may I ask you to clarify one thing that I'm 
confused about. At the end of yesterday's testimondy 
I was of the opinion from the comments made by Mr. Witbeck , 
that 20 per cent of temx those employess of Hydro presently 
involved in maintenance might be adversely affected by the 
building of this building under the lease-purchase arrange- 
ment. That's what I thought. I want to clarify whether 
that's correct. It's been open to interpretation that 
Mr. Witbeck was saying that about 60 per cent of the total 
Hydro working force was maintained by contracting out. 

That meant that 40 per cent of the Ontario Hydro working 
force was maintained by non-contract employees, of which 
50 per cent might be adversely affected by this lease- 
purchase arrangement. 

I want to clarify whether it's 20 per cent of the 
total maintenance force or 50 per cent of the total maintenance 
force might be affected by this contracting out. Or did you 
intend to get into that, I'm sorry? 

Mr » Shibley: Mr. Bullbrook, I've decided to play 
Solomon and I'm going to split the baby, which is a 
ieex then tm 
I'm going to ilicit from the ancillary materiai which had been 


document, that I intended to produce and & 





part of that document information which I think will clean 
it all up. 

Mr. Bullbrook: Thank you. 

Mr. Shibley: I produce to you, Mr. Witbeck a 
document dated October 24, 1972, being a memorandum from 
yourself to Mr. Sissons, it being the memorandum only without 
the attachment, which I wish to make an exhibit. 

Mr. Chairman: That will be exhibit No. 166. 

And you are leaving off of that as I understand it, Mr. 
Shibley, a list of names? 
Mr. Shibley: That's right. 
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MR. 
(Mr. Shibley) 

Mr. Witbeck, I note the date of this memorandum 
is October 24, 1972 only shortly before Hydro was about 
to execute the agreement with Canada Square. Is that 
correct? 

Mr. Witbeck: Yes. 

Mr. Shibley: And you start off in the first 
paragraph ... 

"I am deeply disturbed about many provisions 
of the proposed lease. I saw a copy of this lease for the 
first time on the afternoon of October..." 

Mr. Witbeck: Excuse me, sir, ,,;, 

Mr. Genest: That is not the one we've got. 

Mr. Witbeck: There are two October 24th memows » 


Mr. Shibley: I'm sorry. Let me have the other 





one please. All right, I'm going to make that an exhibit, 
but we will leave that for the moment. This is 167, right. 
Mr. Chairman: 166. 





Mr, Shibley: That's right, thank you. 

Mr, Genest: Is that the one headed "Long range ..- 

Mr. Shibley: Planning building cleaning - I'm 
sorry, yes. 

Mr. Genest: That is 166, is it? 

Mr. Shibley: Yes. Oh, yes, here we are. "As 
discussed with you today..." and they are talking about 
the discussion with Mr. Witbeck..."our planning for building 
cleaning is as follows: Cleaning and head office wili be 
done by emp loyex{ Sontracted staff of Canada Square; our 
lease with nahe oe Square will give us the option of taking 
over responsibilities for cleaning our own demised premises, 
under stated conditions of rent abatement. Assuming that we can 
successfully include provision for this in our lease agneenent, 
then "responsibility" could be for all or only part of the 
premises”. 

Then (3) "For a period of time after we hatuz 


have moved into the new building, we will continue to clean 
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the Murray St. and Conpuaet buildings with our own staff..." 

(4) "We will seek ways to commence the attrition 
policy immediately. One of these ways will be to lower 
the standard of cleaning service if necessary in order to 
avoid rehiring. Another way may be to hire iattae pate 
for short periods to restore an acceptable standard of 
cleaning if necessary. We will discuss the methods and 
set up the planning with Personnel". 

Now it's pamamgmmak paragraph four which I think 
the committee was particularly interested in. I gather that 
as of October 24, 1972 you were intendgng to effect an 
arrangement over a course of years which would either replace, 
let go or give other employment to people who had been 
maintaining the buildings in which head office staff had 
been accommodated. Is that correct? 

Mr. Witbeck: Yes. 

Mr. Shibley: Now then, appendix/‘to this document 


ts 
atfecled, 
was a schedule of names of the various employees adam . 





Is that correct? 

My. Witbeck: Right. 

Mr. Shibley: And in that list, without giving 
names, you had day building staffs There were 19 such persons 
of whom only one-half to two-thirds will still be required,is 
your note. Is that correct? 

Mr. Witbeck: Yes, that was correct then. 

Mr. Shibley: Elevators operators - seven in number - 


none to be required. 
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had been—eetomnodat+eds—Tsctint rerre 
Mr. Witbeck: Yes. 


Mr. Shipiey Now then appendix to the st&ck be 


requilred is youy n ote\ is that edrrect? 
| 


Mr .Witbeck: Yes, that Was ecorract tien. 


Me", Shibley: Elevator operators seven in number, none 
See Ce OSs ea rs AG” Ce rseeat? 
=> Mr. Witbeck: Right. 


Mr, Shibley: Night janitors, approximately 24 in 





number, only one-quarter of which would still be required. 
Is that correct? 

Mr. Witbeck: Yes. The fractions apply to the non- 
supervisory staff. There are some supervisors in the number 
that you need in each case. 

Mr. Shibley: How many supervisors would there be among 
the night janipors? 

Mr. Witbeck: On the day staff there are two; elevator 


operators are none; night s#minuaeesx 





janitors I think there are 
two - three is it? Three. 
Mr. Shibley: Then office cleaners and other approximately 
25 persons, of whom one-third would still be required? 
Mr. Witbeck: Yes. 
Mr. Shibley: Now electricians, five persons, two 
still required? 
Mr. Wit eck: Yes. 
Mr. Shibley: One non-working foreman; mechanics of 
eight people, four ea would still be required, is that correct? 
Mr. Witbeck: Yes 
Mr. Shibley: And stationary engineers, none would be 
required? 
Mr, Witbeck: Right. 


' Mr. Shibley: Carpenters, two of four would be required? 





Mr, Witbeck: Right. 


al t 
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Mr.Shibley: Painters, two of five would be required? 

MR. Witb eck: Yes. 

Mr. Shibley: Plus one non-working foreman? And then 
of the watchmen,you have had nine and you would still require 
three. Is that correct? 

Mr. Witbeck: Right. 

Mr. Shibley: Now +t¢@m@ in that connection then, Mr. 
Witbeck, it would not be a total release of present maintenance 
staff that would be effected by the arrangement under the lease- 
purchase agreement with Canada Square? 

Mr , Witbeck: It would not be a total which? 

Mr. Shibley :s You wouldn't be wholly relifvwed of 
your need.for a maintenance staff? 

i MR. Shibley-> 
Mr, Witbeck: Now The fractional numbers that I have 


indicated to you would be people who would be continuing on to 


maintain. : 

Mr. Witbecks: Yes. 

Mr. Shibley: In the head office building, or in other 
buildings? 


Mr; Witbeck: In the buildings we own, which is 
University Avenue plus those behind it. 


Mr. Shibley: I see. These pegie would be put to work 





in he other buildings? 

Mr. Witbeck: Some of the continuing employment will 
be in the building that the developer puts up because some of 
thatstaff is involved in internal building services which aren't 
Wie att ne services which the developer would not undertake, 

Mr. Shibley: Yes, all right. Well now then, Mr. 
Witbeck, you have indicated, or it has been indicated, that 
certain persons were in attendance at a general manager's - 
meeting on November 22nd, 1971.. Ware you one of those persons? 


Mr, Witbeck: Excuse me, sir, were you finished with 





that other matter? 
Mr, Shibley: Yes, 


Mr, Witbeck: Mvay I make a point there? Those 





fractions of people that you named there, that was our thinking 
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at that time. That was an early run at £&t. 

In later more intensive study of the thing, those 
fractions have come up considerably. We will have need, 
continuing need for bigger amounts than is indicated or 
was indicated at that time. 

Mr. Shibley: Larger numbers? 

Mr. Witbeck: Yes. 

Mr. Shibley: At these other buildings? 

Mr. Witbeck: Yes. Not for the total staff in the. 
long term but for larger numbers than was indicated there. 


Mr. Shibley: All right. There was a meeting of 





assistant general managers on the 22nd of November, 1971. 
WEre you in attendance at that meeting? 

Mr. Witbeck: Yes. 

Mr. Shibley: And in that connection did you make any 
contribution to the discussion which culminated in the proposal 
that a lease-purchase transaction be negotiated with one developer? 

Mr. Witbeck: No, I didn't make that form of W6éntribution. 


Mr. Shibley: What contribution did you make to that 





met ing? 

Mr. Witbeck: My participation in there was to point 
out initially that when this new building had been built, a 
million square feet, that stiil would not solve Ontario Hydro's 
long range plan, iong# range need for head office accommodation. 
I was always alarm “ed that people thought that when we built 
this new building, you know, it will last forever, like the 


Mowat building, but I 
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(Me, Witbeck) 





could see that wasn't so because probably by early 1980's we'd be 


out of the new building. And the point I vanti‘to make at this 
meeting was the fact that if the Commission intended to build a 
transformer station on the McCaul Street property, our property, 
it would mean that there could be no future building ¥) extension 
in that 4 direction on their present site, Now I was neither for 
nor against building this transformer station on our property, 

People 
but I wanted/to Geetaotiney know the significance of doing it in 
terms of future building plans. 

Mr, Shibley: Did you raise the question of the cost 
of maintenance that would be part of any such transaction? 

Mr, Witbeck: I don't believe I did, 

Mr, Shibley: Yesterday you told us that you had not 
previously made any computations of Hydro's costs of maintenance, 
Nave you done so since I questioned you yesterday. 

Mr. Witbeck: Yes, as a result of yesterday's questioning, 
I have sat down with some of my staff and we have done some homework, 
Now, yesterday I stated that no study had been made of building 
maintenance, What I more corfectly should have said was that I 
had made no study at that time, 1971, even 1972, I had made no 
Study: I wasn't asked to, Now, when we examined the data that's 
available to us now, I am able to pive some answers which I wasn't 
able to give yesterday, 

Mr. Shibley: Yes, which are? 

Mr, Witbeck: Whf&ch are, in 1973, that's this year, our 
building maintenance is running at the rate of $2.31 per square ¢ Foot 
This is considering those components of cost that are equivalent to 
the developers' quotations, when xmm they say $1, $30, $40, $45, 

Now, when we further look at this, we say we can identify costs which 


we have in our present buildings agéyv/ which we would not have in a 
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(Mr, Witbeck) 
new building because we would have automatic elevators, we would have 
unattended boilers, we'd have - 

Mr, Shibley: You mentioned the items of reduction, what 
do you net out at? 

Mr, Witbeek: In a new bihilding amt at a 1973 rate I 
estimate that we could operate for about $2.00 per square foot, 


; Mr. Shibley: Today? 








Mr. Witbeck: Today. Now, that would have to be compared 
ith the Canada Square quotation who said $1.45. That $1.45 applies 
in about 1976. So that our $2.00 today would come up to about 
$2.46 in 1976, at anticipated # escalation rates, 

Mr, Shibley: And this is a figure eliminating all 
collaterais, in other words, it would be precisely the same items 
of maintenance that Canada Square intends to provide? 

Mr, Witbeck: As nearly as we can linet up, yes. 

Mr. Shibley: Would you please eonlede to me why as 
compared with four developers, Hydro's projected rate would be as 
much as 40 per eent higer? 

Mr, Witbeek: It's largely ware rates, 2 Our wage rates 
are in excess of 25 per cent over the market rates for building 
maintenance tradesmen and a for building cleaners, janitors, 

Mr, Shibley: I beg your pardon? 

Mr, Wiftbeck: Our wage rates are in excess of 25 per cent 
over community rates @e for similar work. 

Mr, Shibley: And that's the whole explan&tion? 

Mr, Witbeck: That's the majority of it. 

Mr, Shibley: All right. Then Mr, itbeck, you did 
investigate the possibility, did you not, of having maintenance 
done by independent contractors? 

Mr, Witbeck: I did not ~ building maintenance in the 
new building? 


Mr, Shibley: Yes. 
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Mr, Witbeck: No, I did not. 
Mr, Shibley: I produce to you a document March 10, 1970. 
Mr, Genest: March 10, 1970? 


Mr, Shibley: Yes, this is building maintenance counsellors | 


Tape H-527 follows 


solicitation to make a proposal, 





q Sled YUMISC LH 47D 
3:30 - 3:35 pm 
H527-1 JLP 


(Mr. Shibley) 





‘Was that, which I asked be made the next exhibit, Mr. 
Chairman, 

Mr. Chairman: Now, let me get this straight. I have 
only shown one exhibit so far today and that is Exhibit 166 

Mr. Shibley: Right. 

Mr. Chaimman: dated October 24, 1972, long =range build- 
“oar a Now this is Exhibit 167 being the second exhibit today. 

Mr. Shibley: Thank you. Have you ever seen this document 
Mr. Witbeck? 

Mr. Witbeck: I don't recall ever seeing it. 


Mr. Shibley: It was never referred to you for investiga- 





tion? 

Mr. Witbeck: I don't believe so, no. 

Mr. Shibley: This is, you recognize now, an offer by 
a firm that completed assignments for Commerce Court, Marathon Realty, 
CPR, in reference to their experience in all types of buildings and 
setting up building operational systems for building management teams. 
This never was referred to yyout 

Mr. Witbeck: Not to my knowledge. 

Mr. Shibley: And neither did you ever pursue an investiga- 
tion whereby you might build your own building and contract out the 
maintenance of such building? 

Mr. Witbeck: No, I never did. 


Mr. Shibley: Now with respect to the four proposals that 





were submitted. Were you shown the four proposals? 

Mr. Witbeck: No. 

Mr. Shibley: Were you shown the proposal by any of the 
developers? 

Mr. Witbeck: No, I have never seen any of the four 
proposals. 

Mr. Shibley: I take it that the first document that you 


saw was the draft lease prepared with Canada Square. Is that correct? 
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Mr, Witbeck: What I saw was the building lease portion 
of their many segments of that agreement. I saw the building lease 
only in draft form. 

Mr. Shibley: So you made no wwe contribution towards 
the comparative analysis of the four submissions by the four developer 


Mr. Witbeck: ‘hat's correct. 





Properties? 
Mr. Shibley: Are you familiar with Sifton giecee eRe: 
sees Tana Alar A 





Mee, oy ee ore 





Mr. Witbeck: No. 





Mr. Shibley: You weren't asked to make an opinion as to 
whether they could properly manage a building that might be construct 
by Ellis-—-Don? 


Mr. Witbeeck: No. 





Mr. Shibley: All right. I'm producing to you a document 
dated October 24, 1972 - this is a second document of that date, Mr. 
Chairman, which I ask be made Exhibit 168. 

Mr. Chairman: Right. 


Mr. Shibley: But there are appendixes to that document 





dated October 23 and October 26, three pages in all -is that correct? 


Mr. Witbeck: Yes. 





Mr. Shibley: I would just ask that the whole of that be 





made one exhibit. 

Now, MR. Witbeck, you start off in this document by sayir 
"I am deeply disturbed about many provisions of the proposed lease, I 
Saw a gmk copy of this lease for the first time on the afternoon of 
October 19." Is that correct? 


Mr. Witbeck: Yes. 





Mr. Shibley: The first time you were ever shown any docu- 
ment in connection with this lease purchase was October 19? 


Mr, Witbeck: Yes. 





Mr. Shibley: understand it is intended to go to Comd 





mission for approval on the morning of October 26 that would be two 


days after this memorandum is written. ‘in the proposed dts lease I 
contractual 





find some obligations spelled out, some not spelled out , 
in such ways as I feel will be to Hydro's detriment over a thirty-year 


period. 





Be t=3 June 19, 1973 
Brave 2335 pi 
JLP 


(Mr. Shibley) 
I feel strongly that this lease fails to reflect the knowledge and 
experience of those on whom Hydro will be depending for building 
operation and administration. 

Mons s lease does not avoid for Hydro, those kinds of short- 
comings that we are having to live with at 77 Bloor West. I recog- 
nize the desirability of early astee so Piiihis naa ie I do believe 
it is bad policy to include in the lease today specific details that 
we know we will need to negotiate out in the future. In view of 

off not to 
the need for early signing, we would be dk better/aadiamiaele be 


specific, and to rely on future negotiations rather than to be 


wrongly specific now. 





“r+ is my 
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1 recommendation that the lease should not be signed in it's 
present form, Attached are comments on the more major 
shortcomings I see in this lease. Comments on less major 
items can be made available to you." 

Now, was this delivered to Mr. Sissons on 
October 24? 

Mr. Witbeck: Yes. It's possible it didn't 
get to him until the 25th, but I can't be sure of that. 

Mr, Shibley: And the Commission, in fact, met 
on October 25, the very next day, did it not? 

Mr. Witbeck: I don't know. 





Mr. Shibley: Well, that's a matter of documented 








evidence. 

Mr. Witbeck: Well, maybe it is. I can't confirm 
it. 

Mr. Shibley: In any event, do you know whether 
the recommendations for change, as outlined in the appendix to 
this memorandum, were made part of the lease-purchase transaction, 
prior to it's execution on November i? 

Mr. Witbeck: Yes, there was a result to this. 


Some of the > those items which, on the October 26 appendix, 





new head office buildings, specific provisions and so on, the 





comments relative to gemkean section 301, in faet, that was not a 
problem. I read it gas a problem and it wasn't a problem. Because 
the provision for establishing dates is made elsewhere in the 
agreement. 

Mr. Shibley: Mr. Witbeck, wasn't the major concern 
that you had, was that if you had to take over the janitorial servic 
or opted in favour of taking over the janitorial services as is your 


right under the agreement, that the 30 cent per square foot allowan 


was nowhere near the cost of your assuming that responsibility? 
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Mr, Witbeck: That was one of my most major 


concerns. 

Mr. Shibley: Yes, and that was not changed,was 
it? 

Mr. Witbeck: It was not, no. 

Mr. Shibley: I have no further questions, Mr. 
Chairman. 

Mr. Chairman: Any member of the committee? Mr. 
Walker? 


Mr. Walker: Mr. Witbeck, yesterday you indicated 
that you could do the job likely for $1.45 a foot. Is that one and 
the same as what you're now saying, or have I lost something in 
between? 

Mr. Witbeck: No, I'm sorry. No, I didn't say 
we could do it for $1.45. $1.45 is Canada Square's rate. 

Mr, Walker: Right, but you felt that could do 
it for that? 


Mr. Witbeck: Well, I wasn't very specific yesterday. 





If I said that I perhaps was a littie careless. I quoted a figure 
yesterday of $1.53, which was -- today I don't stand by the $1.53 
figure, I put that up yesterday as a 1973 prevailmng cost, but I 
don't stand by it today because +t WnadAncomplete in some details. 
And the figures I've quoted today are the right enes. We are now 
working at the rate of $2.31, where we could work by today's wage 
rates and so on in a new building for about $2. Now, that $2 
which we could work to today in a new building, in 1976 would 
escalate to about $2.46. And it is that $2.46 that would compare 
then with Canada Square's $1.45. 

Mr. Walker: It was my understanding that you said 
yesterday that you could do it for a $1.45. 

Mr. Witbeck: Well, I must correct that if I said it. 

Mr, Walker: In fact, I think on page 516-2, Mr. 


Shibley reiterated your point and said that you expect to be able 
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(Mr. Walker) | 

to maintain that Bet building in 1975 at a cost of $1.45 or less. 
Well, anyway that has now changed. Not only has it changed eam 
to $2, but this figure at 1975 means that you're now talking about 
a 1975 figure of $2.31, instead of $1.45 or less. 

Mr, Witbeck: No, we're talking about a 1973 
figure of $2.31 actual. That's now, this year, in our present 
buildings. 

Mr, Walker: Right, but your projection for 1975, 
is that your $2 figure of today --- 

Mr. Witbeck:¢ Yes. 


Mr. Walker: Aud your net $2 figure will, by 1975, 


be, what, $2.46? 

Mr. Witbeck: $2.46. It's 1976 I've projected it 
to, because that's jm when Canada Square's figure of $1.45 will 
become operative. 

Mr. Walker: Right. But what I'm saying is, how 
could you be out so much between yesterday and today from $1.45 to 
$2.46? 

Mr. Witbeck: Well, it's quite a jump, isn't it? 
I was not --- 

Mr, Walker: I hope this isn't your area of — 


expertise! 
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Mr. Witbeck: I was not sure yesterday, because our 
accounts have not been structured to register a this kind of 
thing. We gm are getting them in shape but they haven't been. 
But I have examined dm this in the interim, and what I tell you 
now, I can demonstrate. 

Mr, Walker: Thank you. 


Mr. Chairman: Any other members? 


Mr. Bullbrook: Yes, I don't want to take too much time 





in the demonstration, But first of all I want to clarify in my mind, 


you heard at the beginning my request of counsel for clarification 
lh. be. 
gt/ Obviously attempted so to do, 


it entirely. As I understood your evidence yesterday, I came to 








al lnsuc 
1 I couldn't understand 


2 a, EE SE ee ee 





the conclusion that ,without getting into the collective bargaining 
aspects of By, that perhaps 20 per cent of the maintenance staff 
that you now employ might be adversely affected as a result of the 
lease-purchase arrangement. But as we look at the firures it must 
be more than 20 per cent. Do I undgrstand you now that ayvproximately 
60 per cent of the total Hydro staff is serviced, from a maint@nance 
pointiof view, by contracting Buee 

| Mr, Witbeck: That's right, in rented buildings. 


i Gorrec™ oye 
Mr, Bul Lbrook 7 Sissi y-5o tages 40 per cent of the total 





CAA 
Hydro requirement; 16 taken care of by employees. 


Mr, Witbeck: Yes, there's a "but" to that, but a hee / 


right so far. 
The 
Mee Baulibroon: Welt put Yabe/"but" ‘etka to 





Mr, Witbeck: The "but" is that we, my staff does two things 
ed Dhidanebtt 
in peneral. We do things which are equivalent to contracted cleaning 


service in a rented building. We do that. We also render additional 
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Cw) 
internal building services to our Ber ente./ ve call them, £# the 
organizations within the building, which are not equivalent to what 
a developer or a landlord renders. So, I was saying that the 
cleaning, the building cleaning, the part that a landiord does, 
Hydro 

was 60 per cent of our present Hifgxo head office population. That 
work is now done by landlords outside, it's contracted out. And 
of the remaining 40 per cent, one Smee half of it only would ke 
affected by this change. 


Mr. Bullbrook: Well this is @m where we don't have a 





meeting of the minds. I want to regard that segment of the Hydro 
employment complement that deals with maintgnance service, I want 
to regard that as % a 100 per cent firure, right? 

Mr. Witbeck: But yeu will have to define maintenance. 


Mr. Bullbrook: Well, I realize that you have an additional 





problem that is exemplified by your comment in Exhibit No. 165 

that says, "For instance, our day janitor costs are about 80 per cent 
customer service". This is your former problem in connection with 
internal accounting of Hydro, right? 


Mr, Witbeck: Leis pare of it. 








Mr, Bullbrook: Yes, Nox, recopnizing that and differentia 


i 





between what we would call the zac 





R& pronoser's obligation, as 
differentiated from yours, I just want you to follow me for a moment. 
I realize it is pm difficult for me to convey to you what I mean. 
To service all the Hydro staff pedu ings a 100 per cent complement 
of peoples RE... 60 per cent of that complement is presentiy 
contracted out. 

Mr, Witbeck: No. 

Mr, Bullbrook: No? All right, well I'm not understanding 


that, I'm Panes ! 
Mr. Witbeck: When you say service 60 per cent of our /orfies 

population, I mean do the building cleaning janitorial service for 

60 per cent of our head office population, The janitorial service, 


60 per cent of that is contracted out. 
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Mr. Bullbrook: Is it the word maintenance that - 
Mr. Witbeck: Well, it depends what 1 Soemeas eh? 
Mr, Bullbrook: Is@ that what really I am not understanding” 


My’: Witbeck: Well ,building cleaning, the janitorial service, 





is only a portion of maintenance. 
Mr, Bullbrook: Right. 


Mr, Witbeck: The other portions of maintenance are ‘ieee 








involved with the buildings themselves - running the electrical 
system, @ running the heating system — 
Mr, Bullbrook: Well, maybe if I approach it the other 


way, and I do apologize to you for obviously confusing you, because 
I am confused - 

Mr. Witbeck: I am not confused but we will try and 
rectify yours, 

Mr. Bullbrook: I want to rina hat percentage of those 


employees under your jurisdiction who are employees of Hydro 


involved in "maintenance" , adobe 
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and help me if I should say "cleaning" would be adversely 


affected by this lease-purchase, or perhaps might be. 

Mr. Witbeck: Might be, all right. The figures — 
Mr. Shibley read off Ham tradeg figures and fractions, that 
is the total staff we are talking about. That's the 100 
per cent. 

Mr. Bullbrook: So if we extrapolate those figures, 
you are going to get the percentage that I want. Is that 
what you are saying? 

Mr, Witbeck: Well, the percentage was correct at 
an earlier cate, Du ie tare ote it some more, the figures 
nai to be upgraded} P4i sed the amount, the percentage of the 
staff that we will need to retain has to be raised. 

Mr, Shibiey: I think also, Mr. Bulilbrook, the 
witness hasn't caught that part of your question when you 
said "adversely affected". Earlier testimony was to the effect 
that these people would be otherwise absorbed in one way or the 
other and that a very small number of them would be lost in 
terms of their employment with Hydro, Is that not correct, 

Mr. Witbeck? 

Mr. Witbeck: Yes, I was going to astywhat "adversely 
affected" meant. . 

Mr, Shibley: You are talking about the number that 
would be Enea the number of people required to continue on 
the maintenance staff in the sense of what saving in that number 
would be affected by this arrangement. That's a different thing 
than talking about who would be adversely affected, 

Qnehie Mr, Bullbrook: Well, perhaps I shouldn't use 
such agterm as “adversely affected," There are two things that 
cause me concern. I gam came to the conclusion yesterday that 
20 per cent of the people might be affected, the people who are 
presently employees of Hydro. I just wonder whether that wasn't 


meant to be 50 per cent? 


Mr, Allan: I took it as SaEe 50 per cent. 
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Mr. R. G. Hodgson: Do we not have an estimate OF Figures 
SOMO I bin Percentages, 
Mr. Witbeck: It was «., 


Mr. Bullbrook: I am trying to follow what BT ON 


a et ES 





said yesterday. 
Mr. Witbeck: it was intended to imply 50 per 


‘eent. However, I can tell you this, subject to people's 


i 
| 5 
| willingness tofother kinds of work and to undergo some 
| relocation, there will be nobody lose their job. Does that 
| ne1p? 

| Mr. Bullbrook: It certainly does. What you 
are saying, in effect is that you are going to make it a 

| posture of yours and we hope Hy dro entirely to minimize any 


| “adverse effect". 


Mr, Witbeck: Mr. Buillbrook, that is Hydro's 


| posture. It is my posture and that's the basis on which I 
| extended you an invitation yesterday to PhONE <moy 
| Mr, Bullbrook: I know, I know. Well, I 

et that 
wanted to clarify this in my mind and/it turns out/tne 50 
per cent figure would beta Gk Now, heip ms in this respect, 


lar you can. As I understand it, part of “tik venettsnaw (5 







accrue to Kix Hydro in its m total package with Canada 


| Co WJ lol? 
| Square is a most attractive maintenance eg? “Wem that 


: Nee 


‘Tigure, Mr. Shibley; is it $1.48? 
Mr. Shibley : $1.45, 





Mr. Bullbrook: $1.45 per square foot. Your 





evidence right now is that if you took that figure and attempted 
to do it under your present obligat sors yates union and otherwise , 

re § 

it would be $2 .2@ in 1°76 OF The COnCABTR uA Lz 

Mr. Walker: No, $2.46 

Mr. Bullbrook: $2.467 A difference of tuh@k $1.01 


a ho 
that you relate to a great extent to your high labour mia 8 


Mr, Witbeck: Yes, I think this. There is 4 
RY TEI Rs 










7 Breater difference there than 25 per cent plus labour difference. 
Okay ? We are improving the productivity of staff in many ways 

and I think that if 1976 came and we were doing this, @vthguk my 
$2.46 figure would probably be lower at that time. However, that's 
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an gheuuntion of what would happen between now and the next three 
years. 

Mr. Builbrook: Then it would be fair to say and 
wi{Sigges. if I am incorrect, I want you to rule me out of order: 
it would be fair to say that the benefits that will accrue as 
a result of the maintenance aspect of the lease agreement 
with Canada Square resulta to some extent from the fact that 


Canada Square will not be obliged te pay the rates\that Hydro 
had 


2 





@ydro undertaken the same obligations as Canada 
Square dnaeds the lease. 

Mr . Witbeck: I would say yes but of course when 
the benefits come to Hydro, the benefits come to the purchasers 
of power and that is one of our responsibilities. 

Mr. Bullbrook ; I never did regard Hydro as 
essentially a profit—making organization. I recognize it am 
K Public utility to serve the public. Yes, go ahead, I am 
trying to develop something. 


s 


Mr, Walker: If Hydro’s rate of pay for these 





individuals is 25 per cent higher, how @&es. can your figure for 


1975 of $2.46 be what-- six per cent higher 


Mr. Witbeck: Welila dollarz..., 
Mr, Walker: What's that? 


Mr, Witbeck: It is $1.01 on $1.45, It is much more 





than 25 per cent. 
Mr. Walker: HOW cae ? 


Mr. Witbeck: eee gi just explained that. 
oT neers neta” 
Mr, Walker: I missed it then, Ses 





Mr. Witbeck: Some of it is in productivity » esis 
CT een np Btnenee, 








in supervisory improvement 
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and productivity; methods of improvement in the staff itself. Some 
of it. 

Mr. Walker: There is quite a disoreparicy. 

Mr. Witbeck: All right, look, there is a discrepancy — 
bebwees.. there is more than a 25 per cent discrepancy, eh? 

Mr. Bullbrook; Yes. 

Mr, Witbeck: The rest of the discrepancy is in working 
efficiency, productivity. It depends on methods and supervisors. 
Now, that tke is the thing aad that we are improving and can 
improve further, and that is why I say that if 1976 came and 
we were still doing this, the figure would probably not be 246; 
however, there is no way we can get over this 25 per cent plus 
wage differential. I know no way. 


Mr. Bullbrook: Would we in the committee be@ fair in 





the comment that were you able to operate as efficiently as Canada 
square in this particular obligation, that the least you could 
operate at in excess of the obligations of Canada Square would 
be 25 pger cent more because of your higher wage rate? 

Mr. Witbeck: Yes, it would be in excess of twenty-five. 


Mr. Bullbrook: Right. 





- Now, I want to understand, 
if I may, @ Exhibit 165 that you have in front of you. 

Mr. Witbeck: Well, what is that please? 

Mr. Bullbrook: It's the memorandum to Mr. Sissons and 
yourself dated November 3, 1971. 


Wit BecK% ey 
Mr. Chairman: Have you got it in front of yOu, Mr; Badia) 





Mr. Witbeck: No, I don't have it. 


Mr, Chairman: It was the dat last exhibit yesterday. 





Mr. Bullbrook: And I just want to relate to paragraph one, 
if I may. If we could read together:@ "one, our only home 
Bakbeenaee maintenance costs are due to three factors: agi a) 

. Au ety ale 
our high labour rate, and we have exhausted tunes (b ) our office 


Cleaning services are more complete and of a higher standard than 
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cleaning contracts." 





most commercial eaaeaaE 

Now, recognizing that you were there talking in generalities) 
could you help us as to the quality of cleaning servicesthat will 
be provided, in your opinion, by Canada Square as relates to the 
present quality of cleaning services @ provided by yourself? 

Mr. Witbeck: We intend that it be as good. But ame 
from Mpo—Beiibses contractual documents; I can't say positively 
that it will be. The cleaning contract, it's appended to the 
contract decuments, may not in itself assure it, but I have some 
confidence that we can work this out with Canada Square. 

Mr. Bullbrook: Well, recognizing that counsel has not 


gotten us into the lease apegememetse agreement yet, with which fT 





entirely agree, your @® evidence is that from your knowledge of 





the lease agreement, there is nog contractual assurance that the 
quality of cleaning service by Canada Square would meet the present | 
standards that you presently insist upon? 

Mr. Witbeck: The answer is yes, but. The ‘but comes in 
because of this.- In the open office landscape context ,which we 
intend to go into a hundred per cent, the cleaning contract must 
be differently worded, the spec must be different. So, in much 
of our buildings now we are in standard offices where, you know, 
it's different. And the spec that has been written into this 
agreement isn't totally appropriate to the open office landscape 
situation. But when we work with Canada Magee Square on that I 


expect it will be. 


Mr. Bullbrook: Well, then - 





Mr. Shibley: Mr. Bullbrook, if I may help you, the vense! 
RiGee agreemfent provides this “protection. I will put the word 
in quotes, that Hydro has the right to assume for its own account } 
the janitorial service at a reduction of rent of .30¢ per square 
foot. That's why I asked the witness the question whether his 


major concern in respect of the document that confronted him on 


October 26, was the allowance that had been made. It is all part 


tl 
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of the area of protection, if you like, to Hydro, respecting the 


quality of janitorial service. Isn't that so, Mr. Witbeck? 


Mer. Witbeck: Yes. 
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Mr. Shibley: And your concern is that the protection 
intended is the substitution of your own forces for Canada 
Square's but yet not ebugh of an allowance has been made? 

Mr. Witbeck: Yes. 


Mr, Bullbrook: Thank you, Mr. Shibley. I just want 





to carry this a bit forward ar I may. You had mentioned 
something, Mr. Witbeck; you had said in effect that the cleaning 
under the present landscape arrangement in the lease-purchase 
building is - if I can use thephrase - less expensive than the 
present cleaners' obligation that you undertake. Is that 
what you meant? 

Mr. Witbeck: No, that is not what I meant. I said 





the specifications must be different for cleaning under standard 
office , 

office mode than it is under an openfiands cape modeg 

Mr. Bullibrook: Would it be any less expensive generaliy 
under the landscaping mode?* 

Mr, Witbeck: No, I don’t think there is much differente © 

in cost one way or another. 

Mr. Bullbrock: Well then if I could just pursue (c) 
for a moment which reads ,- 

"Some of what appears in the accounts as clean=ing 
is actually several forms of customer service. For PAECANCS. OY 


day janitor costs are ammumx about 80 per cent customer services". 


Now recogniz ing this ds an internal accounting 





procedure that you want to rectify to properly relate to what | 
is your actual unit cost, in giving us the figureg projected to 
1976 of $2.46, do I take it that you are projecting that figure 


under the type of accounting procedure that you wish to have? 
‘\ 
Mr, Witbeck: Well I am projecting it under what I 
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think the costs will be, direct labour costs, plus material 
costs, plus supervision and overhead costs. 

Mr. Swkskeayxx Bullbrook: Well then you say here, fér 
instance, our day janitor costs are about 80 per cent customer 
service. In your $246 figure do you still include the 80 
per cent [PéSpons ibility fbr cust¢omer service? 


Mr. Witbeck: No, it is not ineluded in the $2.46. 





Mr. Bullbrook: The $2.46 really relates to the same 
‘Ste menace cere en eee 


obligation that Canada Square would undertake? 
Mr. Witbeck: Yes. 
ed 





*: That means then that where would be a 
saving in one 12.month period, if it is a million square feet, 


and I understand it is a plus or minus depending on the heist 


ble eee 
Gig of a million dollars. 


Pier 


Mr. Witbeck: It would be pius I think.x 

calggheei tamales , e ‘ 

Mr. sotemiee’ : If Hydro cpntracts fout at $1.45 a foot, 
eee 


Pi 


it is a million dollar a year saving, {s that correct? 


Mr. Witbeck: That is an indicated million doliar a 





year saving. 


ID OI aaa, 


baxx Bullbrook: And that saving relates to 





two things as I understand your evidence, It relates to an 
ability to charge -a lesser labour rate and secondly the talent 
and facility and supervisory acumen hat Canada Square has that 


Hydro does not have? That is what I understand thexgamdex 





evidence to mean. 






is peculiar 
Mr, Witb@ck:Yes, I don't think it \gieeaemdiet 


Square, pM A554 _ 


Mr, Shibley: Wgeel “Phat was going to be my question, 


to Canada 











Mr. Witbeck. There were three other developers who all proposed 
rates which Mr, Candy reported on February 1, 1972, to be Ellis- 
Don, $1.23; Y and R properties, $1.35; Horigon ~_lAgmh Sorry, 


$1.40, so that relative to all four developers who quoted for 


the cost maintenance, Hydro's costs seem inordinately high. 


a 


June 19, 1973 
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Mr, Witbeck: They are. 





Mr. Shibley: Yes. 

Mr. Walker: Well could I inquif@ what would be the 
additional cost to Hydro in the year 1975 for the employees | 
or rater the persons who areinvolved in the non-attritionable 
attrition? . | 


aay 


Mr. Bullbrook: I think that last word ‘attrition” 
you shouldn't have thrown in. ; 


Mr. Walker: Ne, basically what you are saying is 
Pe are going to absorb them? bf 
Mr. Witbeck: Right. 
Mr. Walker: Fine, well at some point it is going to 
reach a level of zero and things wiil balance but for the period 
prior to that zero balance period what is the additional cost 
in the year 1975 which is the first comparable year we have? 
Mr. Witbeck: Well @ we are rally talking about W 
1976 figures. You suggested there would be a million dollar 
saving by this difference in cost. I wouid have to say that 


our retention of staff continuing the employment of staff that 


we will not need directly must come out of that million, so 





we don't actually get the million saving for some time. Pi 


Mr. Walker: When do you reach the levelling off peint 


at 


if I ean call it that? 
Mr, Wit teck: I would have to project theZ-, I would 


ee re 


have to make estimates gbout--be£96 te G8 
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about how fast we would have to get this staff on to required 
work. And I have not done that. 
Mr. Walker: Then how much is this $1 million offset. 
| Mr. Bullbrook: It isn't...... 
Mr. Witbeck: I can't say. It would be offset 
substantially at first. 
Mr. Bullbrook: Does anybody else know? Do you know 
if anybody else knows? Do you know if anybody has made a 
study of this? 


Mr. Witbeck: No, nobody elise in Hydro, I am sure, has 





‘ made a gm study of this. It is not hard to do, though. I 
could do it and report to you, if you insisted. 

Mr . Aljlan: Well, this is comparatively easy to do, 
isn't it, due to the fact that you are poing to @@ keep on 
20 per cent of your staff in younother pbuilding. 

/ 


Mr. Bullbrook: They are going to try and keep 


——— 





attrition. 


Mr. Alian: The attrition in the mkaem other buildings 
—s ° aie pate 
will help you/relieve the surphus of this wisn. 1 
aN 


Mr. Witbeeck: Yes. We make attrition work for us, 





We re-arrange the staff.... 
Mr. Alian: Well, the fact that you are keeping some 
' staff is a great help to you in solving this kpeei matter. 


Mr. Witbeck: Right, and the attrition and the staff 





we keep helps the other staff. 

Mr, Bulibrook: Mr. Chairman, could # we ask Hydro to 
provide for us, now, an analysis, if they haven't done already, 
of what, recognizing attrition as it comes, and we know there 

wonjt be any compelled attrition, could they do an evaluation 


for us of what the cost, the offset figure that Mr. Walker talks 
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(Mr. Bullbrook) 
about againgt the million dollar saving would be. 

Mr. Walker: And when zero attrition is reached. 

igetile 6 it ated: 

Mr. Bulibrook: Having regard to the present employees. 

Mr. Chairman: Does that sound like a reasonable 
request 

Mr. Genest: Tf that is the desire of the committee 
we could have a crack at it and produce, or try and produce 
a paver for the committee, perhaps dealing with this whole topic. 
I just want the committee to bear in mind, of course, that 
the firure $1.45 is not in the lease Fhat was a broken out 
figure of what the estimate of maintenance cost but what we 
#& pet , the maintenance we get is included in oux plobal 
rental figure. But I think we can produce something that 
will be useful if that is _ desire of the committee along 

, Grae SL 

these lines answering , Piso dy these questions. 

Mr. Chairman: Thank you. We would like to have 
it in a minimum of time. 

Mr Genest: If it came out around the time you 
were, 


axze/eroing to be calling the financial peopie from Hydro, 
4 


would that be petter ! It may take a day or two to prepare. 





Mr. Builbrook: Very good. 





Mr. Walker: I wonder if I could pursue one question. 


What is yonrr opinion now that you have broken out your Pinureg, aan 


$2.46 in the year 1975 orf compared to the broken-out figure 
of Canada Square of $1.45/72 what is your opinion with respect 
to - is it Fllis—Don - of $1.23? And what are the other two 

figures? 


Mr, Shibley: Y & R was $1.35 and HGrizon was $1.40. 


en nee 





Mr. Walker: Would you care to offer ya@e your opinion 


ee 


on those three firures? 





Mr. Witbeeck: I @ have some ae more opinion than I 


had yesterday. Certainly that ~ what was the low figure? 
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RXXKK $1.25? 
Mr. Shibley: Twenty-three, $1.23. 
Mr. Witbeck: It sounds very low to me for 1976. 
I don't see how they can do it. I realiy don't. In fact 
I think at $1.45 which I believe was Aaah ore: fizure, I 
think it will be absolute touch and so whether they can do 
that. But it is to be noted, as Mr. Genest said, it is 
not a rigid figure. What their maintossercosts are, they 


are. So it means the maintenance costs may not be those 


firures. 
Mr. .Chairman: Thank you Mr. Witbeck. Now are 
there any other gwakéen questions? 


Mr. Gaunt: Mr. Chairman, I just want to be clear 
on exhibit 168. You raised substantial objection in that 
exhibit, Mr. Witbeck, jt was addressed to Mr. Sissons, 
pid you get any response to that to indicate whether or 
not Mr. Sissons had proceeded and had taken this into 
effect ¢ 

Mr. Witbeck: One six eight - is that the October 24 
one that says new head office building? 

Mr. Gaunt: Yes. Yes. 

Mr. Witbeck: Yes, iI zot -- attached to that exhibit 
is a list of some items. Do you want me to detail what hap- 


pened to those items? 
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Mr. Gaunt: Well, briefly if you could. 


3.01 
Mr, Witbeck: Have you got the section Re, do 





you see that item? At the top —— 
Mr. Gaunt: Yes. 
Mr. Witbeck: That item, in fact, wasn't a problem. 


AS 
It only appeared to be a problem and this S because I hadn't seen 





the complete contractual agreement. This section 6.01 was not 





clarified. This is a question of who ==it's clear in the documents 
that Hydro will pay for the replacement lighting tubes. It is not 
clear who will put up the labour to replace them, or clean the 
lighting fixtures. These are items of significant cost and I 
thought tf they ought to be clarified, but they weren't. The 
question of base year was unsatisfactory to me. It was first 
specified as the first 12 months of occupancy and that's too soon 

a period for the developer, the owner, to know what his costs are. 
And I wanted a later period for the base year; and it was moved 

six months later, in response to #m this request of mine that Mr. 


= 
Sissons put up. 


tare® ver 
Leteoumer Clause has been dealt 





Now, the janitorial 
with. Because of the 30 cent figure, it does not accomplish for 
Hydro what I wanted to accomplish. On those last three items.ggeu NDE 
general, item 1 isn't too much of a problem, anyway. If thought it 
ought to be specificed, but I don't think it will be a problem. 
Item 2 under general, here's another case -- I said there must be 
a clear understanding of how square feet are measured. Indeed, | 
there is a clear understanding, but it was in other parts of the 


agreement that I didn't know about when I wrote this. So that was 





taken care of, 
This one on security, 4gagé should have been specifi 
a little more closely I felt, and no changes were made in that. 


So, there were results. 


June 19/73 
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Mr. Genest: If I can assist, Mr. Gaunt. I think 
when Mr. McCallum gives evidence, the evidence will be that ali of 
these items raised by Mr. Witbeck were deait with in the negotiations 
with Canada Square. The memo didn't die there. Some of the items, # 
for instance, the 30 cent item on janitorial services # that Canada 
Square wouldn't go ete farther, was recognized as a trade-off 
item. We didn't get all we wanted there. But I think the evidence 
of Mr. McCallum will show that all these matters were raised and 

bargained over. 
| Mr. Gaunt: Thank you, Mr. Genest. Basically then, 
Mr. Witbeck, the main concern sais you, he that time, and still 


have takeover 
siamese I presume, is that you really don't have any workable/—== 








Fomor OTE in the agreement? 

Mr. Witbeck: That's true, yes. In my opinion. 

Mr. Genest: We have a workable one, but we don't 
have one that-m=. its going to be expensive to exercise. In other 
words, we're entitled to takeover, but 30 cents plus escalation, 
we get 30 cents plus escalationg If we take it over in 1980, for 
instance, we take over at 30 cents plus the escalation that has 
occurred since the base year. It's going to be expensive. We 


won't be able to do it for the figure we're getting a credit for. 





Is that heipful? 


Mr. Gaunt: Yes, that's helpful. In effect then, 


cy 


what' the agreement has effected, as far as Ontario Hydro is concerned, 





js that you really don't have the type of protection that you would 
| 


like to have. 
Mr, Witbeck: That I would like to have seen, that's 


correct. But anyway, this was probably traded-off for something 


else good, I don't know. 





Mr, Gaunt: So, that in the final analysis, if you 





happen to be dissatisfied with the maintenance programme of Canada 
geil aaa the terms of the lease, it's going to be very costly 


for you to then move in and undertake that function? 
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Mr. Witbeck: Yes, but remember I'm not looking 


forward to dissatisfaction. I think Canada Square will do what 





needs to be done. I have a degree of confidence there. Remember, 
there were two reasons for why I wanted this takeover clause. One 
was so that if we were having difficulty with a cleaning contractor 
whom Canada Square hired, we would be able to take over that and 
deal directly with the contractor. And this is more effective to 
get what you want done. Now, that was one of the reasons I wanted 
it. It probably won't be necessary, but that was the protection I 
sought. The other one was, I wanted to be able to continue to 
employ our people in the building. And if we had a janitorial 
takeover clause we could apply it to a few floors, two, three, four | 


floors of the building, and continue to employ our staff during a 


period of attrition. That was my second reasén for wanting it. 
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Mr. Shibley: Wasn't there a third reason 


which you mentioned earlier, namely that the @ specifications 

ay 
as to service were not sufficiently particular to satisfy youl 
N oT A 


Mr. Witbeck: I would, say that was fm third reason. 





I would say that maybe could have become a third reason. But 
I've no reason to think the Canada Square will not tiddle 

up the specification in agreement with us to be suitable. 

I think they will. 


Mr. Shibley: Mr. Witbeck, you realize this contract 





is, with Hydro's consent, assipnable! Do you realize that? 


Mr. Witbeck: Which, the Whole Foxe 


ARTE ERED IG = OS 


Mr. Shibley: Yes. 


Wr SSE SSE 


Mr. Witbeck: No, I may not realize the full 





sipnificance of that. 


Mr.Shibley: And if it is assigned with Hydro's 





consent you may not be dealing with Canada Square at all 
in respect@ to maintenance. 
Mr. Witbeck: This was not part of my thinking. 
Sere 


Mr. Shibley: So it's not a circumstance where 


SEER SU ST ET 


you can rely on personalities, isn't that so? 


Mr. Witbeck: In that magex case perhaps we 


SRT PT 


couldn't. 
Mr. Shibley: And the specifications did not 
ene 

meet with your acceptance at the time, did gy they? 


Mr. Witbeck: That's right. 


SRAM OR KEE IETS, 


Mr.Shibley: And the only"out"clause respecting 


tate small 


janitorial service was a 30 cent allowance? 


Mr. Witbeck: Yes. 


Reeiieiatienna no ene 
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Mr. Genest: Plus the escalation. 





Mr. Shibley: Plus the escalation, and you 
consider that a grossly Maps@emme inadequate allowance 
according to your memorandum, dant hat ae 

Mr. Witbeck: Yes I do. In fact the escalation 
doesn't come into this, it is ineffective because it 
is on both sides. 


Mr. Shibley: Forgetting the escalation, you 





consider the 30 cents a grossly inadequate dtvovainet 
Mr. Witbeck: Yes. Because it includes window 


eP 
washing, garbage rRmoval and all. 


Mr. Shibley: Yes. 





Mr. Chairman: Mr. Witbeck, there have been 


a good number of exhibits, bearing either your name 


As OF TrHasé 
as an addressee or ,the author. id that have been exhibited, 


A 
are you satisfied that they are in fact as you received 
or sent them? 


Mr, Witbeck: Yes. 


TIE ORAS EAE SE 


Mr. Chairman: There was one exhibit entered 
today, exhibit 167, which was neither from youwor to you. 
I think it was addressed to Mr. Gathercole from Building 
Maintenance Coun llors, ex Charles B. Massell, I gather 
Mr. Gehest has that. nm. 

Mr. ,Genest: Yes. 

Mr.Chairman: Any other questions of this witness? 


Mr. Renwick: Mr. ane ERS Ree that study #@ is 
made I hope it will include an elaboration of the actual 
hourly rate and supplementary benefits payable to each of 
the present employees of Here 588 well as the plans for 


the absorption or retention of whatever proportion are going 
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So 
to be nmetained / WE can # come to some very clear, not just 
the final result but the outline of the method by which 
thesavinge to Hydro can be calculated in dollar terms. 


Mr. Witbeck: I ffwe fulfil# exactly what you 


ae EP 
are asking Por, Site You will ask us for a detailed plan 


that will come into effect in 1975 and 1976 and I don't 
think we can detail it quite that accurately at this 
time. 
Mr. Renwick: NO, what I was asking for is, 
At THE 
that you have A present time, a present § staff,.4 


Mr. Witbeck: Yes. 





Mr.Renwick: pwgengzaged in providing services 


RO 


which are going to be takén over by Games Canada Sauare. 


Mr. Witbeck: Yes. 


SLIT SI 


Mr. Renwick: And they're being paid at a particular 





hourly rate and they have certain supplementary benefits. I 
think those figures should appear in whatever study is produced 
for the committee so that we can have some assessment Of, wires 
igo: NOt by name, but who is soing to be ybsorbed by Hydro 

and the net overall cost of that absorption to Hydro. 


Mr. Witbeck: Shall we start from today's base 


ee eee ta aan 





November's base? 


Mr. Bullbrook: Why don't we start when the 





= ie 
ragified thas agreement? What's wronr 





with that date? Because that is the date when they should 
have looked into it. 
Mr. Renwick: I thinke that is a proper,., 
ALITA ETL) 


Mir. Bull b§ook: Yes, sure, 


Mr. Renwick:,...,date. 
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Mr. Chairman: I think that's agreed. 


SEAS EE 


Mr. Genest: I've got a little problem, I 





wonder if the members of the committee who want to see 
specific information on that study we're going to do, 
can sort of transmit that to Mr. Shibley, 86 that he 
and IT could work out a form of study that is acceptable 
to all the members and answers the questions that the 
members would like to have; because I might produce 


something that mircht not satisfy Mr. Renwick and we'd 


geo back tothe drawing board. Perhaps I could circulate 


a draft even amongst the Conncttee 





ee: 
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Mr. Renwick: I didn't intend, by my question, to complicate 


it. It seems to me that one of the basic pieces of information 
which would be available as the date suggested by Mr. Bullbrook 
clains/the date on which the commission ratified these contracts; 
is the breakdown by # job of the work now being performed setting 
out a brief indication of the job, the hourly rate, the 
supplementary benefits and how Hydro intends, or what portion 

of that cost, or what portion of those services, Hydro intends 

to absorb. I don't think that gs is complicated. That's factual 


information as of the date of which the commission approved 


the documents. 


° 


peers? ? 
Mr. Chairman: Thank you very much, Mr. Witbeck. # 


Mr. Genest: 





Subject to recall, I think we are - certainly I know you're 
presently included here. 

Mr. Shibley: Call Mr. Evans! Will you sign in please? 

Mr. Chairman: Welcome, Mr. Arthur Evans. 

Mr. Evans: Thank you. 

Mr. Chairman: As a member of the House I'm not gs. certain 
whether it's proper to swear you before this committee or not 
on the basis that the member's word is taken but so there will 
be no differentation and as long as you're content to be sworn 
I'll swear you in. Is that okay? 

Mr. Evans: Yes. 


MR. D. ARTHUR EVANS ,MPP, sworn. 





Mr. Shibley: Mr. Evans, for what period of time mag have 
you been a commissioner of the Ontario Hydro Commission? 

Mr, Evans: It will be two years on June 29 this year. 

Mr, Shibley: So that you took gx office in June, 1971? 

Mr. Evans: July 1, 1971, yes. 

Mr, Shibley: And during that period of time when was 


the first occasion on which you were asked to consider and 
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contribute to the decision as to the lease-purchase agreement 
for the new head office building? 
Mr. Evans: June 29, 1972. | 
Mr. Shibley: Prior to that date had you any communication, | 
wien written or oral, with anyone respecting the new head office 
building, and particularly the lease-purchase agreement £m entered 
into with Canada Square? 
Mr. Evans: No, but I knew that a building was being 
considered. I knew that when I took mx office on July 1, 1972. 
My duties were outlined to me at that time and Mr. Gathercole 
told me that the commission was going to consider building a 
new building. 
Mr, Shibley: In July 1971, I believe - 
Mr. Evans: %#x Nineteen seventy-one, yes. 
Mr. Shibley: Yes, Xwx in July 1971 did he mention to 
you that the commission was considering a lease-purchase? 


Mr. Evans: No he did not, no. 





_Mr. Shibley: When did you first hear that type transaction 
was in the offing? 

Mr, Evans: June 29, 1972. 

Mr. Shibley: I see. Do TI take it, therefore, that you 
were not aware until that date of any studies, or investigation, 
that were taking place on the part of the staff at Hydro? 

Mr. Evans: No. 

Mr. Shibley: At the meeting of June 29, 1972, there 
was tabled before you a seven-page memorandum dated June 23%, is 
that correct? t 

Mr. Evans: That's right. 

Mr. Shibley: Was any other documentation tabled with you? 

Mr. Evans: I think there was one by Mr. Nastich, I think, 
at that time, 


Mr. Shibley: Are you thinking of the April 10 memorandum 





that was compiled by Mr. Mink and Mr, Candy but respecting which 


Mr. Nastich made comment? 
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Mr. Evans: Right. 

Mr. Shibley: Am I not correct that that document was 
not reproduced and circulated but rather merely referred to by 
Mr. Nastich at the meeting? 

Mr. Evans: That's right. 

Mr. Shibley: You didn't receive a copy of it? 

Mr. Evans: No, I gmt did not. 

Mr. Shibley: The only document you received was the 
June 23 summary of the earlier document? 

Mr. Evans: That's right. 

Mr. Shibley: When did you receive that document? 

Mr. Evans: The day of the commission meeting. 

Mr. Shibley: Yes. At that meeting a decision to defer 
a consideration was made. What was the reason for the dax deferral? 

Mr. Evans: I think myself especially, asked a few questions. 
I wanted to know why we couldn't built it ourselves, I wanted 
to know why we couldn't use the stabilization fund. I wanted 
to know why we couldn't use the pension fund. And I was told 
that back in 1968-1969, I guess it was, that they mentioned, or 
tried to use, or got some information on the pension fund at 
that time and I believe that it was Mr. Farmer that said bax 
that we couldn't use the pension fund. I also was told that 
the stabilization fund could not be used for that purpose. Of 
course, I was told tnatthey tried to build the building 
themselves, that Hydro did, at that time the government wouldn't 


allow them to raise the money. 


(H-537 follows) 


H-537 - 1 June 19, 1973 
5.20 - 4.25 p.m. 
M.R. 





Mr. Shibley: Why not? 


Mr. Evans: Well, I guess it was tough times @e& 
Gaeta then .I think they were building the complex across 
from the parliament buildings and money was tight and 
labour was scarce and things of that nature. 

Mr. Shibley: You haven't mentioned any suggested 
limit on the borrowing by Hydro as affected by other projects. 
Was that raised at the meeting? 

Mr. Evans: Yes, that was raised, jam. 

Mr. Shibley: But only as one of the items? 

Mr. Evans: Right. 


Mr. Shibley: I see. Now then you had a further 





meeting on July 12th at which time I understand from Colonel 
Kennedy, that again the only document that was in the possession 
of the commissioners was the memorandum of June 23rd. 


Mr. Evans: Yes, that's right but that document —. 





it wasn't on the agenda that day. We just discussed it 
informally. 

Mr, Shibley: You just discussed it informally,and 
I gather it was a very brief discussion that day? \ 

Mr. Evans: That's right. 

Mr. Shibley: And notwithstanding that the matter 
had been deferred for further study, you had no report upon 
this study on July 12th? 

Mr . Evans: No, we didn't at that date, na, 

Mr. Shibley: I see. But yet on July l2th authority 
was given by the commission to negotiate with Canada Square 
to work out an arrangement. Isn't that so? 


Mr. Evans: Well I believe that was in the memo 


of Mr. Eassons, yes. 
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Mr, Shibley: Well, did it happen? 

Mr. Evans: I think it did, yes. 

Mr. Shbley : Yes, and it happened without benefit 
of any other further information compiled during the interval 
of June 29th to July 12th? 

Mr. Evans: Well, there was a lot of discussion on 
different things that were brought up at the June 29th 
meeting gas Gome of the questions which I asked on June 29th 
were again given to me on July 12th. I still was trying to 
find out really if we couldn't buil@ it ourselves. 

Mr. Shibley: I see. I had taken from your 
earlier answer that the discussion referable to this topic 
had been briefed <., 

Mr. Evans: It was brief, yes. 

Mr. Shibley: So there was no in-depth consideration? 

Mr. Evans: No, 

Mr. Shibley: Then you had a further meeting on 
July 19th and that's the one at which approval was given to 
enter into the contract? 

Mr. Evans: Right. 

Mr. Shibley: Now, in that respect again was the 
only document before the commission the memorandum of' 

June 23rd? 


Mr. Evans: That's right. 





Mr. Shibley: Was there any report made respecting 
investigations effected subsequent to the June 29th meeting? 
Mr. Evans: Well” Beg the questions that were 
brought up at that time.scabeey. were answered to my Satisfaction | 
ays I had to rely on our experts and I was satisfied with 
the answers they gave me that Canada Square was the company 
we should deal with. They had the best proposition and I 
agreed with them. 
Mr. Shibley: Mr. Evans, as part of what Mr. Nastich 
was raising at the June 29th meeting, he mentioned the question 
of prOravane ene whether this was a valid premise upon which to 


make a comparison, 
‘ 


i 
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That's indicated by his own memorandum as {relates 
to the meeting of June 29th. Do you remember him raising 
that with you? 

Mr. Evans: Yes. I remember that, em. 

Mr. Shibley: And did you recognize at the time 
that you were evaluating the four proposals that were 
outlined in the June 23rd memorandum that it was by the 
prorating process that Canada Square became competitive. 
Did you realize that? 

Mr. Evans: Yes. 

Mr. Shibley: Did you question that? 

Mr. Evans: Well, I didn't question how they 
arrived at them. As I say, I relied onpeuferte. 

I didn't question how they arrived at the figures. 
——~ 

Mr. Shibley: Well, Mr. Evans, seskgon didn't it 
seem strange to you that three other developers were proposing 
to build a building according to the specifications laid down 
by Mr. Candy for less money, bus the recommendation to the 
commission [that it should accept the proposition that a 
building costing no less than $34 per square foot should be 
accepted? 


Mr. Evans: Well, I think we have pretty good 


a 





fellows like Ken Candy working for Hydro and I relied on his 
judgement. 


Mr, Shibley: Well what I want to know first x 





was it even considered at the commission meetings that I've 


referenced? 


Mr, Evans: Yes, I would say it was considered. 
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er. Shibley: You would say it was considered. What do 
you mean by that? 

Mr. Evans: Well, we discussed a lot of things, I just 
can't remember everything we discussed, but certainly the four 
companies which had given us prices on prey buddies We were 
told at that time by Ken Candy that Canada Square Corporation 
would do the best job. So I took his advice. 

Mr. Shibley: But if you looked at the memorandum of 
June 23, Mr. Evans, you would have noted that he set out certain 
schedules in that memorandum. Did it not? Comparing the four 
proposals. 

Mr. Evans: Yes. 

Mr. Shibley: And you would igem recognize that other 
developers had proposed building a building for less cost. 

Mr. Evans: Well, I thinksa@e Horizon was the lowest, 
was it not? 

Mr. Shibley: Before the pro-rating process, all three 
of oe to buiid this building for 
less money. 

Mr. Evans: Well, I was looking at the prorating. 

Mr. Shibley: Yes, What I am interested in knowing is 
what, if any, examination, was entered upon by the Commissioners 


prorating 


rua 


earch aan 





respecting that Ww process? 





alee th 


Mr, Evans: Well, certainly I didn't question them on it. 





I took the advice from ,-, 
Mr. Shibley; You just accepted it as a premise upon which 
to proceed? 


Mr. Evans: Right. 





Mr. Shibley: And did the other Commissioners do the same? 





Mr. Evans: Well, I think they can speak for themselves. 





Mr. Builbrook: No, no. 


a 





Mr. Shib@fley: Well you were there; gpg Mr. fag 


Rave you no recollection as to the faggak “others ? 
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Mr. Evans: Oh, yes I have, if you 

Mr. Shibley: Well, @® I'd like to compare your own 
evidence with that of theirs. What is your recollection of 
whether they entered upon a consideration of the prorating process? 

Mr. Evans: Well, I think they, along with me, Sip 
accepted Ken Candy's explanation, accepted it as it was. 

Mr. Shibley: And what was the explanation? 

anybody 

Mr. Renwick: Mr. Evans, did you recall ‘weegeeme’ objecting 
to the prorating proposal? 

Mr. Evans: No, I didn't. 

Mr. Shibley: What was the explanation, as you recollect 
it, made to you by Mr. Candy for this process? 
Poesy Mr. Evans: Well, Mr. Candy, of course, was sold on 
Canada Square. There is no doubt about that, gmt I didn't know 
that at the times but he certainly recommended Canada Square to 
us. He thought we should take their proposal. 

Mr. Shibley: You're not answering my question. What 
rationale did Candy make, if anything, for the prorating process? 


Mr. Evans: Well, as I said, I didn't ask any questions o-< 


how they arrived at the prorating. I didn't ask any questions. 





Mr. Shibley: Well, then,me’ you telling us that having 
not asked him, he made no explanation to the Commission at these 
meetings e to the prorating process? 

Mr. Evans: Well, he mentioned the fact that he started 
out with $34. a square foot and he prorated it from there. 

Mr. Shibley: But he didn't say why. 

Mr. Evans: Well, he said because it was the quality of 
the building. 

Mr. Shibley: I see. 


he 
Mr. Evans: That's what we took into consideration. 





Mr. Shibley: And no one questioned him further on it? 





Mr. Evans: No. 
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Mr. Shibley: I seeg Rbw, you have already said 88m thet the 
first you heard they were going to do the building ona lease- 
purchase basis was on June 29, 1972. That is correct? 

Mr. EVans: That's right. 

Mr. Shibley: Did you raise with members of the Commission 
and staff at that meeting or the subsequent meetings, the advisability 
of @ proceeding on that premise as opposed to building your own 
building with your own funds? 

Mr. Evans: Well, I was told we coul@dn't do it with our 
own funds, and we ™ needed the building bad hy gam So tuk there 
was only 2 one way of getting it sywas £0 go on a lease-purchase. 

Mr. Shibley: And who told you that? 

Mr. Evans: Well, in our @ig§ discussions, As I mentioned 
earlier o n, om 1 was told at the meeting by ge Gathercole that 
we they tried to,budiding back in 1968-69 with LES money, and 
vg were wm@bunable to do so. I was told that we couldn't use the 
pension fund Leet Gelato DEC AUSE of py 

Mr. Shibley; Just before you leave that first item. 

Were you not told that the reason you didn't proceed in 1969 was 
because of the inflationary trend in the economy at that time? 

Mr. Evans: That's right; that was one ofg the things, yes. 

Mr. Shibley: All right, go on. 

Mr. Evans: ge that was one of the things. The other thing, 


of course, was that the government was building the complex at 





that time and contractors, I understand, were scarce. 
the high cost of construction. 
Mr. Shibley: The first time the Commission sought outside 
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-oidegdeke expert assistance was at the meeting of July 19. Is 
that correct? 

Mr. Evans: You are talking about getting Mr. James 
McCallum? 

Mr. Shibley: Yes. 

Mr. Evans: Yes. That is right. We talked about it before 
that, but that is when we got him over, yes. 

Mr. Shibley: Did you as commissioners realize that there 
was no one within the staff of Hydro with any experience of 
expertise in this type of transaction? 

Mr. Evans: Well, certainly I thought that Mr. Candy had. 

Mr. Shibley: In lease=purchase types ceniheuetinaitet 

Mr. Evans: Well he had I guess been talking with gee 
people who are in that business and we thought at that time that 
we should have somebody to check it “bee that all the i's are 
dotted and t's are” mgm crossed. 

Mr Shibley: So as far as the commissioners were concerned, 
they were relying upon the expertise that Mr. Candyg had acquired, 
by talking to developers in the period immediately preceding. Is 
that right? 

Mr. Evans: That is right. 

Mr. Shibley: Now, lage at none of these meetings that I have 
referenced was the matter of the effect of exchange rate upon 
borrowings by Canada Square in foreign markets raised. I am 
correct in that am I not? 

Mr, Evans: Well I think it was mentioned probably on the 
meeting of July 19. I can recall the contract that if the interest 
rate was less than 8 per cent, why we would get the benefit of it. 
If it was over 8 1/4, why Canada Square would have to absorb that. 

Mr, Shibley: Mr. Evans, I am not talking about haa o. 
fluctuation yay interest rates. I am talking about a fluctuation in 


exchange rates on funds borrowed in foreign markets. That is not 


part of the June 23 sit iiaios I take it it was not mentioned by Mr. 
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| Candy or anyone else attending those Commission meetings. 
Mr. Evans: No, I never heard anything about that. Wo. 
Mr. Shibley: Now then, there is a memorandum that you 
| heard read in this hearing, dated October 3, 1972, referencing 
| comments by Mr. Seguin at a recent Commission hearing, Ana in view 
| of that circumstance, a rationale was developed for the doing of a 
| lease-purchase. What comments, if any, do you remember Mr. Seguin 
| making and when were they made? 
Mr. Evans: There never was any , wil Mr. Seguin never mentioned 
| anything at the Commission meetings. 
Mr. Shibley: Well, quite apart from a Commission meeting, 


“have you ever heard Mr. Seguin make any comment that might give 






rise to the creation of a rationale mame a document called a 
_vationgale, for the @ course followed in selecting a developer? 
Mr. Evans: Are you referring to a letter that we received? 
Mr. Shibley: Yes, or it may be what is referred to, Do 
rou have any memory whatsoever of any comments made by Mr. Seguin? 
Mr. Evans: I remember him telling me that he received 

a letter from one of the contractors. 

Mr. Shibley: Yes. Just you personally? 


Mr. Evans: No, I think he told the rest of them_too. 





| 
| ; Mr. Shibley: What was the occasion of this discussion? 
| ? 




















Mr. Evans: Well I think it was just a casual meeting or 


|)when we were probably having lunch one day, or something like 


Mr. Shibley: Would this be during a luncheon on a day of 
& Commission meeting? 


Mr. Evans: I would think it would be, because that is when 





Mr, Seguin came to Toronto, And the only tine I believe. 
Mr. Shibley: What is your memory of what was said? 


Mr, Evans: Wold tf think thate- I believe it was Ellis Don 





“where the letter came from, I can't tell you exactly what the letter 
said but I understand that he was disappointed or something at not 
y] 


‘getting the contract. I can't give you the details of the letter. 
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Mr. Shibley: That's your best recollection of what was said? 

Mr. vaio That's my best recollection. 

Mr. Shibley: Was there any discussion between you as com- 
missioners at any time of the impact of the friendship that existed 
cial 
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between Mr. Moog and Premier Davis regarding this contract? 

Mr. Evans: No. 

Mr. Shibley: sg Neither before the samiamte 
contract was approved nor after? 

Mr. Evans: That's right. 

Mr. Shibley: Neither at the time of your luncheon 
discussiong with Mr. Seruin respecting the disappointed 
developer? 

Mr. Evans: There never was any discussion 


on that matter at all. 


Mr. Shibley: It was not raised? 
M 
Mr. Evans: ay sir. 


aed 


Mr. Shibley: Was it ever a matter of discussion 
between you and any of the other commissioners that Mr. 
Moor was a contributor to any mse political party or 
supporter of any political party of this province | 

Mr. Evans: No, sir. 

x ave te NV nor 
Mr. Shibley: Dagighesax meither before sta Sigg 


the approval of the transaction by the commission? 


No, 
Mr. Evans: ga sir. 





sien ; 
Sh \ bley 
MreRG. Hodgson: Mr Saalesa/ T wonder if you 
edd teh aio di Sat oli 


does 


Thi 
would ask fac) witness aig he know Mr. Moog or had 
hi 
he associated with feaasena? 
Mr. Shibley: Do you know Mr. Moor? 


a” 


Mr. Evans: Well I met him after these onenians ~ 
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(dr. Evans) 
hearings started, yes. 


Rrow tay 


Mr. Shibley: Had you OC am aa priorsto 


ETE 


these hearings? 


Mr. Evans: No, gir. 





Mr. Shibley : Wad you ever had any communication 
with Mr. Moog of any nature or kind whatsoever prior to these 
hearings? 

Mr. Evans: No sir. 

Mr. Shibley: Was any effort made by anyone 
to influence you as a commissioner in your decision respecting 
the approval of this contract with Canada Square? 

Mr. Evans: No sir. 


~~ 


b 
Mr. Chairman: Other than ir. Candy. 


aera Other than Mr. Candyy yeSe 

Mr. Shibley: I mean other than by tke members 
of the staff ae Hydro and predicated upon the report of June 
23. 


Mr,R.G. Hodgson: I wonder also would you ask 





him if he ever visited the OISE building or had ever talked 
Mr. Shibleys > 

to Barry Brooks about Ata Then ~you I am obliged to you 

2 a 


in 


4 





Mr. Hodgson. 


Mr. Evans: HS never visited OISE building 
or talked to Mr. Brooks, no. 

Mr |Shibley$ Were you even aware that a study 
had been made of the OISE building and its documentation by 
Hydro? 


Mr. Evans: I didn't know until I guess June Ph ae 
Seen eee J J 


i 


tees 
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Mr. Shibley: Excuse me Mr. Chairman. Mr. Evans 
with respect to the abandonment of the original plan, was that 
a matter which was considered by the commission? 

Mr. Evans: Never at any commission meeting that 
= gat’ on, no. 

Mr. Shibley: So that decision was taken as of 
course on thebasis of the recommendation that you enter into 

Canada 


a lease@~p_urchase conctract with FapdarSanenes 


Mr. Evans: That's right. 





You 
Mr. Shibley: +8 )never looked behind that decision 
bos 





to ascertain wm whether the plans for the original structure 
could be implemented or salvaged? 
No 
Mr. Evans: we i didn't. 
Mr. Shibley: And neither did any of the 
other commissioners? 
Mr. Evans: To my knowledge they Olin’ st . 


Mr. Shibley: I have no further questions. 


Mr. Chairman: Any member of the committe? Mr 





Renwick. 


> a 





and & at the July 12 and July 19 meet ingy what was your opinion 

to ~ 
or assumption with Peres) ene sovernment's role in the transaction 
that Hydro was about to enter into for the head office building? 


Mr. Evans: I felt that the commission had the 





power to go ahead and build the buildings themselves as long 


as they didn't go out and raise the money. 


Mr. Renwick: You believed that so long as 


Se ee 


Hydro did not have to borrow... 


Mr. Evans: Right. Roa 


ee 5 
‘ie 
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Me. Renwick: ... that there was no requirement for 
government approval? 


Mr. Evans: That's right. 

Mr, Renwick: Are you, as a commissioner, familiar 
with the Power Commission Act? 

Mr. Evans: Yes. 

Mr. Renwick: And that there are a broad number of 
sections which, in addition to the borrowing power section, 


require the approval of the Lieutenant Governor in Council? 
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Mr. Evans&:I dont @ think it does if you don't have 
i sr 
toborrow moniy and as I understand it,fur legal people tell me 
4 


this is true, that if we had had to go out and build the building 


( / 
an onds or debentures we would have had to get approval 


of the government, but in this case we didn't. 
Mr. Renwick: Did the question come up at the commission 
Se nasal 


meeting as to whether or not any government approval was required? 


Mr. Evans: To my knowledge, no. 





Mr. Renwick: Did you assume or ask any questions as to 





whether or not government approval was required? 
Mr. Evans: I knew that the government didn't have to 
give approval. I knew that myself that they didn't have to. 
Mr. Renwick: But there was no legal opi nion given 
to the commissioners with respect to the capacity of Hydro to 
embark on this project in this way without government approval? 


Mr. Evans: To my knowledge no. 





Mr 2 Gig Hodgson: I wonder if Mr. Evans you would aac, 


API VtICk = wf 
in your terms of reference \steee=teeChairman - re you the 











Lo 





liaison between the commission and the executive in their 
terms of reference? 

Mr. Evans: To the government? 

Mr Gag Hodgson: No, in terms of reference to your 
duties. Avera the liaison person between the executive and 


the commission? Is that part of your duties? 


Mr. Evans: To the executive of the commission yau mean? 





Mr. Gige Hodgson: No, the executive of the cabinet. 
\ 
Mr. Evans: No, I am not. Fhe 


Pap it is his duty to 


inform the government or ask the government permission to do 





things if it is necessary to get ver art 
™~ 
duties? 
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Mr. Evans : fhat is not part of my duties, no. 

Mr. Renwick: Mr. Evans, I take it shat fay of the 

-—tratrneeesneni 
meetings at which the head office project was considered that 
the question of whether government approval was required or not 
was simply not raised or discussed? 

Mr. Evans: To my knowledge it wasn't raised no, 
or discussed. 

Mr. Renwick: Mr. Evanws, did you assume that 
government approval was required or are you adbering to ek 
previous statf@ment that you were satisfied that it wasn't 
required? 

Mr.Evans: I am satisfied @it wasn't required, 

Mr. Renwick: Mr. Evans, were you aware that the 
chairman had written to Premier Davis on May 16th, 1972, with 
respect to the Hydro head office project? 

Mr. Evans: I wasn't aware of that until I heard it 
here at the meetings, the hearings here. 

Mr. Renwick: You had no knoWledge of that? 


TES Tt Ee 


Mr, Evans: No. 


i 





Mr. Renwick: Did you and the chairman discuss athe 


Ae me 





sd 


trip that the chairman had to Japan along with Mr. MeKeough and 
any discussion about the head office project that took place 
during the course of PHESRUTSD? 


Mr. Evans: Yes, he discussed that, yes he did, 


eee 





Mr. Renwick: And would you let the committee have 





oO 


your recollection of that discussion? 


ee” 





ment 


Mr. Evans: Well he answered the questions which I 
asked on June 29th and he told me at that time that in §rip 
to Japan he talked to the Treasurer, the HOn. D'Arcy McKeough 
and at that time that Mr. MeKeough felt that it wasn't possible 
B niclaans 


with the commitment that Hydro had in construction and GALE 


plants and so on that it wasn't possible to raise the money 
and that they would have to find some other means of building 
the building. 


a 





June 19, 1973 
4.40-4.45 p.m. 
M.F. 


H - 541 - 3 


Mr. Renwick: I take it from your answer that any 
discussion you had with Mr. Gathereole as chairman about these 
matter s took place at the June 29th meeting and not at any 
time prior to that? 

Mr . Evans: That is where I asked most of the questions 


and that is where I got the answers. 





Renwick: Were you aware that Mr. Gathercole, as 
4 in, 
chairman, had requestdd/one of the memoranda in the spring of 


Mr. 


1972, detailed studies so that proposals could be made to the 
cabinet? 


Mr; Evans:.Would you ask me that que stion again? 


a 





Mr. Renwick: In ~ what was the date? Yes, in the -»=a(m|=- 





Mr. Bullbrook: I think it was M arch, wasn't it? 





Mr. Renwick: I think it was March, it led up to the 





10 
April/memorandum. It was early March. 


MR. G enest: Does the witness have the exhibit if 





he is going to be asked about it? 


Mr. Chairman: Exhibit 63, is that the one you are 


etree 





looking for? 
Mr. Genest: The memorandum from Mr. Sissons to Mr. 
Gathercole? M arch 9th, 1973? 


Mr, Renwick: I*think it is exhibit number 34. Yes, 





that is the correct one. 


Mr. Chairman: Are you satisfied exhibit 34 is the 


ee ee 


one sa pa looking for are you? 


Mr. Renwick: Yes, Mr. Chairman. 


Mr. Evans: I never saw this document and I never 
discussed it with the chairman, 

Mr. Renwick: I understand you didn't see the document. 

SET TR rere 


Did you have any discussion with Mr. Gathercole as chairman during 


Marsh, April, May or June prior to the commission meetings with 


Rrespect—t¢- 
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it respect to the reiationshiv between 





Hydro and the government of Ontario about the head office project? 
Mr, Evans: No, I didn't. 
Mr, Renwick: On no occasion did you discuss this matter 
with Mr. Gathercole apart from the Commission meetings? 
Mr. Evans: No, that's true. 
Mr, Renwick: I have no further questions, Mr. Chairman, 
Mr, Chairman: ‘Watx Anyone else? 


Mr. Bullbrook: Yes, I have a series of short questions. 





Were you here, Mr. Evans, when Colonel Kennedy was giving his 
evidence yesterday? 

Mr. Evans: Yes, I was. 

Mr, Bullbrook: You recall the evidence of Mr. Kennedy 
that tugak there was no discussion by the Commission of the effect ame 
egmhatme,. of changes in foreign exchange rates with respect to 
the lease-purchase agreement, I take if ee from your response 
to the committee counsel that you agree with that evidence? 

Mr. Evans: I do, yes. 

Mr, Bullbrook: You recall the evidence of Colonel 
Kennedy; 

‘canpioti that there was no discussinn at the Commission in connection 
with the abandonment of the prior plans 7aag I take it from your 
evidence that you agree with Colonel Kennedy. 


Mr, Evans: Yes, 





Mr. Bullbrook: You heard the evidence of Colonel Kenaedy 


» 





yesterday that there was no further discussion of the reservations 
expressed by Mr. Nastich in his memorandum, and I take it from 
your evidence you agree with that? 


Mr, Evans: I do. 
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Mr. Bullbrook: Now, you have heard the discussions kadya 
today, the questions by the committee in connection with the effect 
Mr. Genest: Just a moment, I think that that question 
is not consistent, the last one, with the evidence that this witness 
gave earlier, I think you ought to be fair to him, 

Mr. Bulibrook: I thought it was. 

Mr, Genest: No, he said thab jene 19th, the questions 
he had asked were answered; and those included Mr. Nastich'’s questinnas, 
Mr, Bullbrook: I am sorry, I want you to understand that 
I am not trying to be unfair at ali. 

Mr, Genest: I appreciate that, Mr. Bulibrook, and I hope 
you will appreciate my interruption, I thought that <__ 


t > 
Mr, Bullbrook: avupreci athenaaiaeo2 





Mr. Genest: that might have caught the witness off guard, 

Mr. Bullbrook: I'm not enamoured of the word fair or midar, 
am just trying to point out, and it’s quite obvious, that there is 
concurrence of evidence between Colonel Kennedy and the 
vice-chairman of the Commission. The Commission didn't discuss 
exchange rates, right? And they didn’t discuss the abandonment of 
the plans. Now I take it there is a divergence of evidencel,Jand you 
correct me, Mr. Genest, if I am wroneY recomnizing the age of 
Jolonel Kenne dy | gists I understood his evidence to be that he didn't 
recall any further discussion by the Commission of the reservations 
of Mr, Nastich, Now, I obviously am wrong; in response to the 
committee counsel, I take it you did discuss /irther 
Mr, Evans: I said before that tis: ede Leite of June 29 
were answered to my satisfaction at the meeting of july 19. 


Mr, Bullbrook: And who answered those questions? 





Mr, Evans: Well, I think Mr, Nastich and the Chairman 
and Mr, Gathercole and Mr. Candy. 
Mr, Bullbrook: And did you question Mr. Nastich individually 


about this? 
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Mr, Evans: Weadh, I didn't question him individually, no. 

Mr, Bullbrook: Who did? 

Mr, Evans: Well, I think during the discussion when I 
had asked these questions about why we didn't build the building 
ourselves; why we didn't use the pension fund, why we didn't use 
the stabilization fund; 4msShs~ he gave the same reasons then $ 

ict = 
SE AS 


he answered the questions the same as 






answered at 





the meetingg of June 29, 

Mr, Gaunt: Mr, Chairman, can we take it then we have 
established the fact that Mr, Nastich was at that meeting? 

Mr. Shibley: Yes, 

Mr. Genest: Which meeting? Which meeting? 

Mr, Shibley: The July 19 meeting? 

Mr, Gaunt: July 19. 

Tra pr ae IW Ree acts oe © 

Mr. Genest !~¥p was on -holdaay that day. 

Mr, Bullbrook : Well, how could Mr, Nastich explain to 
Mr, Evans' satisfaction on July 19 if he wasn't even there? 

Mr, Evans: Well, I guess it wasn't him if he wasn't there, 


TE 


It certainly was explained to ME gag to my satisfaction. My 





questions were answered to my satisfaction. I wasn't aware of 
\Orw, 3 
whether Mr. Nastich was¥ at that meeting [July 19% Tt's pretty 
difficult to remember everyone who was at the meetings, 
Mr. Bullbrook: Yes, I am going to pass on completely tS 
Bias lim bela 
a8 
~tutalfe discussion of Mr, Nastich's reservations. Were there any 
\ 
discussinns of the effect of the maintenance rate anticipated in 
connection with the lease-purchase agreement on the employment 


status of any of the Hydro employees? 
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Mr. Evans: Not to my knowledge, no. 


hAve 
Mr. Bullbrook: Those are all the questions I H&E. 


stein eel 


Mr. Chairman: Any other members have any qusstions 
Mg SR ates taateet 


to ask? 


Mr. Bullbrook: I am sorry. I do have one more question, 
I apologize. aor ie one more question. Mr. Evans, you discussed., 
or said in your evidencey directly, that you were under the impression 
that neither the stabilization fund ieee, nor the pension 
fund could be used. 

Mr. Evans: That's right. 

Mr. Bullbrook: Was it ever brought to your attention 
that some $40 million dollars had been ha AE an outside source , 


to Hydro for the building of a building? 


Mr. Evans: No. 





Mr. Shibley: Mr. Evans, just before you leave, I want 





it clear for the assistance of the committee, that what was being 
answered at the follow-up meetings aka your questions. But what 
was not provided was any explanation as to the reason for pro-rating .. 
which was one of the key matters raised by Mr. Nastich. Isn't that so? 

Mr. Evans: Well, when the figures were presented to the 

——erenemeernnee  § loins SE 
Gommission on that day, pro-rated figures, as I said before, I 
didn't question them, vi how they arrived at them, I relied on our 
experts. 

Mr. Shibley: That's my point. What wes answered in the 
follow-up meetings were questions that you had ralsed not the questions 
raised by Mr. Nastich. Isn't that so? 

Mr. Evans; Well, I think Mr. Nastich “pp gee of the same 


geht che! Sab I recall correctly, he was re some of the questions 





that I asked, 
Mr. Shibley: I am thinking of the issues raised in his 





memorandum, one of the key ones of which was the validity for pro-rating. 


That was not among the list of items that you say you asked questions 
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about and received satisfaction. 
Mr. Evans: No, I didn't ask any questions about them. 


Mr. Bullbrook: We better understand each other for 


the purpose of the record. 





Mr. Chairman: Right. Mr. Bullbrook and then Mr. Gomer. — 


cr ae 


Mr. Bullbrook: I don't intend to get into an undue 





dialogue with Mr. Genest. But I must say that's my exact under- 


eS ae 


standing of the evidence; that's the way I accept this evidence — 


a 


Mr. Shibley: That's why I asked the question. 


Mr. Bullbrook:—and Lthnmemeceze if counsel for Hydro 


EE EY 


doesn't want me to accept the evidence that way, he had better bring — 


some evidence forward that negates my present inclination. 


Mr. Shibley: Mr. Bullbrook, I had the feeling that there 





was this misunderstanding which was why I asked those follow-up : 


= 


questions. I think,as a matter of record NOW, ek what this witness 
has said is this: he raised certain questions of members of the starr® 
at the first meeting, amd fhey were answered to his satisfaction. 
Mr. Nastich raised RGR CACHE Ge evidenced by his June 29 menoranduag 
which were not the subject of Subsequent consideration by the Gom- 


mission. Isn't that so Mr. Evans? 
Mr. Evans: I would say that's so, yes. 


Mr, Ghekemenx Shibley: All right. 


ne E 


Mr. Chairman: Mr. Gaunt. 

Mr. Gdunt: “gape, Mr. Chairman, I was just wondering if 
Mr. Shibley would ask Mr. Evans who was, in fact, at that meeting of 
July 19 and was there anyone from the finance branch in attendance? 


Mr. Shibley: Thank you Mr, Gaunt. Would you please 





answer the question Mr. Evans. Who were in attandance at that meeting? 


Mr. Evans: I can't remember everyone who was at that 





meeting. 


Mr. Shibley: Who from the staff was there? 
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was there, Mr. Gordon; the — 


Mr. Shibley: Perhaps Mr. Genest can from the minutes 





proper, tell us who were at the meeting. 


Mr. Genest: Mame The persons present were MR, Gathercole, 


Mr. Evans, Col. Kennedy, Dr. Fleming, Mr. Danis, +ia=Gemeeremtliae. 
SSeS, — 
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Aver Gordon, the general manager; Mr. Easson, the secretary; 


Mr. Sissons, the assistant general manager; Mr. Russell, another 






assistant general manager; Mr. Ireland, another assistant general 
manager; Mr. Campbell, the assistant chief engineer; Mr. Gomer, 
the controller; Mr. Candy and Mr. McCallum. 


Mr. Shibley: Thank you. 


—— 





Mr. Chairman: Thank you, Mr. Evans. 





Mr. Shibley: We'll call Mr. Seguin. 





Mr. Chairman: The proposal which counsel made to me and 





which I accepted, and I suppose I should put direct to you that 

- m 
we should carry on to six without a break now in light of the fact | 
that there is not all the one witness that is going to be oxani na 


Is it intended to do that. 
Mr. Shibley: Probably. 


Mr. Chairman: Call Mr. Seguin. 


ROGER NANTEL SEGUIN, Sworn. 





Mr. Shibley: Mr.Seguin, for what period have you been 
a commissioner of bie Ontario Hydro Pg@wer commission? 

Mr. Seguin: Late September 1971. 

Mr. Shibley: To date? j 

Mr. Seguin: To date, yes. 

Mr. Shibley: I might tell members of the committee that 
I have a curriculum vitae for Mr. Seguin and it is extremely | 
impressive. I would just like to take a little time in going throug 
some of it with you. I understand that you graduated in law from 
the University of Montreal in 1938. Is that correct? 

Mr. Seguin: Right. 


‘So 


Mr. Shibley: And you have an LL.D from the University of 





Ottawa? 

Mr. Seguin: Right. 

Mr. Shibley: You are a member of both the Quebec and Ontar: 
bars. 


Mr. Seguin: Right. 
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Mr. Shibley: And you received the Order of Canada Vanier 





medal in 1967. Correct? 
Mr. Seguin: Right. 





Mr. Shibley: You were named Man of the Year in 1967 by 





‘ 2 
the Jeune Chambre,._ 


Mr. Seguin: The Quebec Chamber of Commerce. 

Mr. Shibley: Thank you. 

Mr. Chairman: You didn't give Mr. Evans, my good friend 
Mr. Evans, all these credits. 

Mr. Shibley: I'm sorry. 


Mr. Gaunt: You have got to be a lawyer to get these 





credits , 

Mr. Shibley: And just going down the line, I would say 
the appointments are numerous and most impressive. Mr. Seguin, I'd 
like to ask youwhen you first were informed of a decision on the 
part of staff of H_ydro to recommend a lease-purchase agreement for 
the construction of its head office building? 


Mr. Seguin: Actually I missed the June meeting, but I 





knew at the July 12 meéting which I attended that this was what they 
were recommending at the time. 


Mr. Shibley: You had not been at the June 29 meeting? 


ell 


Mr. Seguin: No, I was not. 


” 


Mr. Shibley: Did you receive by mail or otherwise a copy 


= 





of the June 23 memorandum? 


Mr. Seguin: Yes, I had seen that. 


See 


Mr. Shibley: And can I take it that this was the only 


as 


document delivered into your possession referable to the transaction? 





Mr. Seguin: Right. Up to July le yes. 

Mr. Shibley: Did you subsequently receive any other 
documentation for your consideration? 

Mr. Seguin: Well at the July 12 meeting I must say that 
I did get from Mr. Nastich a little red cover book explaining 
the financial pmrag probiems in it. But it was taken tvon [Ab tne 
end of the meeting so I didn't have a chance to go through it 


thoroughly. 
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Mr. Shibley: Areyou thinking of the April 10 memorandum 
7 





prepared by Ww. .—_—— 
Mr. Seguin: I guess it is that one. It is a red cover, 
el 
Mr. Shibley: Would it run to some 30 pages? 


Mr .Seguin:"#iue cover, he says. 





Mr. Shibley: Mr. Nastich, can you help us,adentify it? 


al 7) 
Was it the April 10 memorandum? J 
Mr. Nastich: I think it was Mr. Shibley. ; ; 


Mr. Seguin: Yes it was that. 





Mr. Shibley: And you say at the JULY any 
ele ‘ 
Mr. Seguin: July 12. : 
ee 

Mr. Shibley: July 12 meeting, that was delivered into your 
cree rN 7 


hands. 


Mr. Seguin: Right. 





Mr. Shibley: I sheds baa er that the time spent 
respecting this matter at that meeting was quite brief? 

Mr. Seguin: I wouldn't say that. The minutes may Lave 
Prarie nya it, but I noted we did speak quite a bit on the subject. 
WA. did speak about a change. We did speak about pension fund. We 3 
did speak about the reserve fund. We did speak about why we shoulds 
bill ourselves. 

Mr. Shibley: Yes. 


get 
Aerts, 
Mr. Seguin: It could be abbrevieted that way. 


Fi LR 





tqmiee- only half an hour, but we certainly... 
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questions. 


‘ Mr. Shibiey: Had you been sent the June 23 memorandum 
before the meeting? 


Mr. Seguin: No. Ma I saw it but I.... 





Mr. Shibley: I see. Now then on the occasion of 


ee cma! 


that meeting then Mr. Nastich was in attendance, is that 
correct? 
Mr, Seguin: Yes. 


ieee 


Mr. Shibiey: Did he raise with you and was there 





any discussion at that meeting respecting the adoption of a 
lease-purchase approach as opposed to funding your own building? 

Mr . Seguin: Yes, that was when the other questions 
came up, the pension fund and the reserve fund and why we 
shouldn't w use them. 


Mr. Shibiley: Yes, did he also raise with you and 





was it discussed the matter of pro-rating the proposals advanced 
by the four developers who were competing? 

Mr, Seguin: Yes. 

Mr. Shibley : And what, if any, comments were made 
by you in that connection? 


Mr, Seguin: Well, I didn't make maybe any comments 





on it but from what I could see on page 4 of the document, if 
I can get a building for $34.00 a square foot paying 46¢ 
more than the next one, I think it is a better building and 
that is my opinion of it. 
Mr, Shibley: You realized at the time, Mr. Seguin, 


NE NRE 


or did you, that the other three parties who were making proposals 





were considered responsible developers? 


Mr. Seguin: I'll tell you the truth. I didn't 


Ceeiiadiglaesanl 





know any of them. 


Mr. Shibley: You didn't know any of them? 





Mr. Seguin: T knew the name Ellis-Don because I had 
rT 
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seen it on some buildings being built in Toronto. The other 
ones, I had no idea who they were and still I don't know any 
of them. 

Mr . Shibley: Have you ever met Mr. Moog? 

Mr, Seguin: No, but I know he is sitting behind me 
and I was told he was sitting behind me but I looked around and 
I didn't recognize him because I had my newspaper glasses on. 

Mr. Shibley: Have you ever had any dealings with 

—“s> asa (of his 
or communication with Mr. Moog or any wkkay/personnel. 

Mr. Seguin: Never, and I didn't know that Canada 
Square existed until... 

Mr. Shibley: Until this t#amaak transaction. 

Mr. Seguin: Until this transaction. 


Mr, =Shibley : I see. Now, then, Mr. Seguin, were 


Preeti 





you at the July 19 meeting? 

Mr. Seguin: No, I wasn't. 

Mr. Shibley: You were not at the meeting which 
approved... 

Mr. Seguin: No, but I got a short resume at the 
next meeting of what had transpired. 

Mr. Shibiley: Yes, in that connection who provided 
you with a resume? 

Mr. Seguin: Well, I sit with Mr. Danis ami in the 
same room and sometimes, very often, we do go in the chairman's 
room prior to the meeting and we go through previous agendas 
or minutes of meetings to see how it proceeded and what action 


should be taken, 


Rakes 
Mr, Shibley: re a iat Mr. Seguin, though, 


RE TR ITO 


that your only contribution in terms of attending meetings to 
the decision making process for this contract was at the meeting 
of July 12? 

Mr, Seguin: You are right, yes. 


Mr. Shibley: Now, then, Mr. Seguin, following July 





19, you received a communication in writing from Mr. Smith of 


Ellis-Don, is that wae correct? 
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Mr. Seguin: Yes, it is correct. 
Mr. Shibiey: And did you raise the subject of that 
ee DFO OL LOLOL T IO LE 


‘# commission meeting? 





communication at a subsequent sama 
Mr. Seguin: No. I raised it at the next meeting 
P attended which was - not at the meeting, I am sorry - at the 
next morning of a meeting of September 1 in the chairman's 
oon before ail s# commissioners were attending but did not 
mention the name of the contractor, because the letter was 
personal and confidential and I didn't think it should be 
‘divulged, but I asked for certain information as to the tenure 
of the letter. 

| Mr. Shibley: All right. I would like to produce 
to you now the letter - a letter dated August 21, 1972, on 


the letterhead of Ellis-Don Limited directed to yeumsetfoot 


\ 
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yourself at Ottawa and signed by Mr. D. J. Smith. 

Mr. Charman: That will be Exhibit 169. I presume you 
have made duplicates. 

Mr. Sam Shibley: Yes. Before we @ deal with the letter 
proper, had you ever known Mr. Smith prior to receiving this 
letter? 

Mr. Seguin: Never. 

Mr. Shibley: Have you met him to this day? 

Mr. S@ Séguin. Never. 

My. Shibley: Do you have any idea why he should sé single 
you out? 

Mr. Seguin: Yes. 

Mr. Shibley: What was the reason? 

Mr. Seguin: I was called by a member of the Saak Task 
Force, asking me if I would meet or talk to a Mr. Smith of 
Ellis-Don, and I said no. 

‘Mr. Shibley: I see. 

Mr. Seguin: I said if he wants to talk to the Commission 
or to a commissioner for the Commission, he should meet with 
the Commission or write the secretary. 

Mr. Shibley: I see, 

Mr. Seguin: And his answer, well, he will write to you 
personally. I can't stop that. 

Mr. Shibley: All right. But to this day you have never 
met the man? 

Mr. Seguin: No, 

Mr. Shibley: Now then, he starts off m% by saying; 

"Last January we we were requested by Ontario Hydro to submit a 
proposal for the construction and management of a head office 
building for the Commission, I believe it was on the 10th day of 
January that we were asked to submit the proposal and it was due 
on the 24th of January. Verbally we were given a specification 
quota on it and we were told not to work too hard on the proposal, 


which led us to believe that it was somewhat of an exploratory 





we 


(Mr. Shibley) 


nature. 
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We were asked to quote rates. on interest.,..management 


charges, and buildings costs." 


Just stopping there Mr. Seguin, when you raised it at the meeting 


in the Chairman's office in early September, did you make inquiry 


as to why this developer was asked to tender as late as the 10th 


of January and to have it submitted on the 24th? 


Mr. Seguin: 


the same position. 


Mr. 


Shibley: 


Mr. 


Seguin: 


Mr. Shibley: 


Mr. 


Seguin: 


Mr. Shibley: 


Yes I did ask that, so that everybody was in 


Including Canada Square? 
Yes. 

Pardon? 

Yes. 


So that so far as you were concerned, when you 


raised this complaint you were advised that all four were in 


exactly the same position at the time? 


Mr. 


Seguin: 





Mr. 


Shibley: 


provided 
Mr. 
Mr. 
Mr. 


Mr. 


Shibley: 


Mr, 


think. 


Mr. Shibley: 


instance? 


Mr, 


to them? 
Seguin: 


Shibley: 


Seguin: 


Shibdley: 


Seguin: 


Seguin: 


Seguin: 


Right. 


And also as to the material that had been 


That is right. 

Who was at that meeting with the Chairman? 
Well there was s@ggy the Chairman. 

Just the Chairman and yourself. No one else? 
No, the other commissioners were there, 

The Chairman -- what other commissioners? 


Well, Mr. Danis, Dr. Fleming and Mr. Evans, I 


And I think Colonel Kennedy was there too. 


I see, so now was this a get together at your 


I couldn't say. Sometimes, as I say, it could 


have been that I asked for the meeting at 9 o'clock. It could 


have been that the Chairman asked &£emk us to meet in his room and 


I know I brought up the latter that morning. 


Mr. Shibley: 


Was the meeting for the specific purpese of 


considering this complaint? 


Mr. 


Seguin: 





I couldn't tell you. 
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Mr. Shibley: You can't say. 

Mr. Seguin: But I know that I em made it a point to 
present it at that point that morning. 

Mr. Shibley: You had the letter in your possession at 
that time? 

Mr, Seguin: Right. 

Mr. Shibley: Did you show it to the Commissioner that you 
have mentioned? 

Mr. Seguin: No, 

Mr. Shibley: You did not. You mentioned its content? 

Mr. Seguin: No. Not entirely. 

Mr. Shibley: Not entirely. 

Mr. Seguin: No. 

Mr. Shibley: Well that is why I'd like to go through it 
with you. You first asked then about the timing that this man 
had | apa this contractor had, and you were told that all persons 
were treated equally. Is that correct? 

Mr. Seguin: Right. 

mn. (Shibiey: ( Then the. 

Mr. Seguin: May I interrupt here? Subsequently though I 
brought 4 sone of these points up at a meeting. I don't Kes 
want to put all the blame on the Chairman of answering this 
and it was confirmed by executive staff that what I will be 
answering you. 

Mr. Shibley: So now, let's identify these people. Who 
ennfirmed... 


Mr. Seguin: Well ordinarily the General Manager, the 





Manager of Services,... 

Mr. Shibley: That is Mr. Gordon, Mr. Sissons... 

Mr. Seguin: Mrw. Sissons, Mr. Ireland, Mr. Nastich, Mr. 
Smith and Mr... 


Mr. BERULES Candy? 


Mr. Seguin: No. Mr. Candy I have never met except this 





morning. 


—— 
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Mr. Shibley: I see. 
Mr. Seguin: Mr. Russell. 
Mr. Shibley: Mr. Russell. So that what you are going to 
tell us in terms of information provided to you at this meeting 


with commissioners was later confirmed by the members of the 


staff that you mentioned? 


Mr. Seguin: Right. 
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Mr. Shibley) 








Mr. Shibley: Ali right. The letter goes on: 
"Verbally, we were given a specification to quote on .....". Did 
you raise that with them? 

Mr. Seguin: Yes, I did. I asked if it was true 
that there was a verbal specification or if something had been 
given in writing. ; 

Mr. Shibley: Yes; and what was the information? 

Mr, Seguin: The information was that everybody 
was treated the same way. 


Mr. Shibley: I see. And it goes on: "...we 





were told not to work too hard on the proposal, which led us ..." 


Es We'll just leave it at that. 





Mr, Seguin: Well, that I stm@z® didn't ask them. 

Mr. Shibley: You didn't ask about that? "We were 
asked to quote rates on interest, management charges and building 
costs." Did you raise that? 

Mr. Seguin: Welii, no, because it came out, I would 
imagine, from the specificationg , 

Mr. Shibley: Ali right. "While we were putting 
together our proposal, I checked with Ontario Hydro as the 
circumstances did seem odd and I asked if we would be getting a 
fair appraisal when the proposals were all in. I was assured that 
we would." Was that a topic for discussion among the members of 
the Commission in early September? 


Mr. Seguin: Well, I put up the qacchsen. was 





everybody treated the same way?" and I was told yes. 


Mr. Shibley: Well, didn't you enquire further as 





to the phrase "the circumstances did seem odd and I asked if we 
would be getting a fair appraisal"? 
Mr. Seguin: No, I did not. 


Fn ne 
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Mr. Shibley: Mey You didn't pursue it further? 


You were relying on the general representation that all four 
dealt with, 
contractors were /Reememy The same way. 












Mr. Seguin: Had been treated the same way. 

Mr. Shibley: Ail right. "At “ie time, I thought 
it would be extremely difficult to quote on a building when we only 
had a verbal specification to quote. So we submitted our mar 
proposal based on various prices per square foot for an office 
building and we offered to let Ontario Hydro audit our books 
during construction to make sure they received full value for 
the money spent." Was that any part of your discussion? 

Mr, Seguin: No. 

Mr. Shibley: "It would be quite easy for a 
developer or contractor to tell the Hydro he was building a 
s30req ft. building when, in fact, because of his expertise, he 
would be able to build a building for s2l7eq rt. This would 
create a large cash flow benefit to the developer. That is why 
we quoted in the manner in which we did." Now, Mr. Seguin, was 
this a matter for «-~ | p. 

MLE I 

Mr. Seguin: Not at the september = But that was 
brought up by me the July 12 meeting as to which way they 
intended to control the cost of the building. And I was satisfied 
with the reply given to me. 

Mr. Shibley: What was the reply given to you? 

Mr, Seguin: Well, the reply was that we were to 
follow it and BAY were employing also a firm to check on every 
item being incorporated into the building. 

Mr. Shibley: And it did not form any part of your 
further discussions 2-- 


Mr. Seguin: Not on this, no. 





Mr. Shibley: I see. Did you make any enquiry or 





were you provided with any information that Eliis-Don had quoted 


figures materially less? 
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poi See My 

Mr. Seguin: Well, ‘=3@—zi those » we had teaameenc 
on July 12. 

Mr. Shibley: Yes. You were aware that Ellis—Don 
had made a proposal? 

Mr. Seguin: ane You mean the proposal here of 
a building of different prices? 

Mr. Shibley: Yes. 

Mr. Seguin: No. I wasn't aware until I got this. 

Mr. Shibley: I see, So, the first time you were 
aware that Ellis-Don has quoted on the basis of a $26 building, in 
the first instance, was when you got this document? 


Mr. Seguin: Yes, but it wasn't in this document. 





It was from their document which they sent Hydro » Ndhich was 
enclosed <== 

MR. Genest: $26 isn't mentioned here, Mr. Shibley. 

Mr. Shibley: I'm sorry. When did you first 
ascertain that the initial submission by E1lis-Don hasasny 

Mr, Seguin: Well, when it was sent to me with 
this letter. 

Mr. Shibley: He sent you that submission? That's 
the point. He sun the submission along with you. 


Mr. Seguin: Right. 





Mr. Shibley: Did it not raise questions in your 
mind, and did you net in turn raise questions with the other 
commissioners respecting the disparity in quotations? 

Mr. Seguin: No, it did not because I am still 

es, 
of the opinion, as revi ed to you, that # Hydro should have a 
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Square Development Company had already done work on elevations 


oa 
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sof some 


prestige. 


Mr. Shibley: Yes. 





Mr. Seguin: And I thought that the more money 
we could spend, not a luxurious building but a prestige 
building facing Queen$ Park that we should take it. 

Mr. Shibley: Mr. Seguin, the proposal which is 
Exhibit 57, dated February 2nd, 1972, makes reference to 
the fact that there could be some doubt in your mind that 
you could be told you were getting a $28 per square foot 
building when in reality you might be getting a building 
that only cost $26. Were you not impressed with the fact 
that this contractor was talking in terms of cost per square 
foot materially less than $34? 


Mr. Seguin: Well, this letter I haven't got. 





Mr. Shibley: Well, it's they, 


Mr. Seguin: The thrust of it I have. 


Mr. G. Hodgson: It's Gheeowkpad) here , isn't it? 
sree Se 





Mr. Seguin: The rest of it I have. It quotes 





$22, $24, $26, That I have, And I didn't question it. 


Mr. Shibley: You did not question it? 


ST IIE 


Mr. Seguin: No. 





Mr. Shibley: And no comments were volunteered to 
you? 
Mr. Seguin: No. 


ESD 


Mr. Shibley: All right. Let's go on with Mr. 





Smith's letter to you of August 21. Page 2 at the tops 


"The proposal was due on January 24th, as I mentioned aang 


during the second week in February I heard rumours that Canada 


and plans for the building.’ 
Now, you were being told that they were all Bo. Te 


treated equally. 


Me, Secu; Mea, 


be Be ee) ia 5.20 p-Mo. 
M.R. 
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ere not ask the mother commissioners whether 
in fact Canada Square had a head start respecting plans? 
Mr. Seguin: I did not ask the other commissioners 
because they didn't know any more than I did. 
But I did ask the executive staff and the answer 


Was no. 


Mr. Shibley: You asked the executive staff whether 





Canada Square mer had been provided write pkuara 


Mr. Seguin: With plans. 





Mr. Shibley: ,;.gand the answer was not 





Mr. Seguin: No. 





Mr. Shibley: Who in particular on the staff of 





Hydro did you ask? 


Mr. Seguin: I couldn't tell you. 





Mr. Shibley: All right. 





Mr. Seguin: They sit across the table and one 





answer ga and that's it. 


Mr. Shibley: Then the ietter goes on: "Quring the 





months of February I did my best to find cut what was going 

on about the job and I was told there was no decision and that 

no one knew anything about it. In the next few months I 

heard rumours that there were three people being considered | 


and our firm had submitted the best proposal, In the early 


ide mai 


part of July I again heard rumours that Canada Square were 


—— 


doing detailed drawings and working very closely with the 


chief architect for Ontario Hydro. 


— 


"I subsequently had a meeting with Mr. Gathercole 
and was told that it did appear that the job might go to 


Canada Square”, 


sn 


Mr. Seguin, did this communication not alert you to 


in terms of communications with Mr. Candy and other members 


the opinion of Mr. Smith that Canada Square was being preferred 
of the staff of Hydro? 
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Mr. Seguin: Te did, but it was denied all along 
until I have been reading the evidence from here. 

Mr. Shibley: Yes. Are you telling us that what 
you were being told by members of the staff of ic aaa 
deer in terms of their communications with Mr. Moog and 
Canada Square, was in contradiction to what you now know by 
reason of the evidence before this hearing? 


Mr. Seguin: Right. 


Mr. Shibley: Is that correct? 


Mr. Sequin: Right. 


Mr. Shibley: Now ,.4 


Mr. Seguin: At all times we were told that they 





were all treated the same way. 
Mr, Shibley: I see. And you weren't aware that Mr. 
a estas. 

Candy had meetings with Mr. Moog and nis otafft 


Mr. Seguin: Never. 


Mr. Shibley:4iduring the summer of 1971? 


“vU 


When you asked about this you were not told about it. 


Mr. Seguin: I was told that everybody was considered 





on the same footing. 


Mr. Shibley: And provided with the same material? 





Mr. Seguin: Yes, and provided with the same material 





but that some - let me say that for wie that some of 
them were more amigamse alert than others and therefore # did 
een their homework. 

Mr. Shibley: I see. It was put to you on the basis 


that some developers had done their homework better thanpthers? 
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i SS a a ee 
Mr. Seguin: Yes, but tehimy didn't Eive any names 
ase in those days. | 
Mr. Shibley: I see. The letter goes on; "I talked 
rope y ties 
to Mr. Rotenberg, the President of Y and R » who 
is a very reputable develoger. He asked me if I had heard 


the re 
anything on the Hydro job, and I said thee had been nothing 






definite. He had also heard nothing} mised It seems 
Pe cud) ia “a 
Zz 


verbal specification mk to %& Quote on on such a large project. 





like a way to call tenders when you are only given a 


tT 


It seems as if one ... 

Well, just stopping there, did you make any enisadaigld 
as to whether these developers were asked to rely upon verbal 
specifications only? 

Mr. Seguin: I thipk I did ask that and I g was told 
yes. 

Mr. Shibley: That they were asked to rely upon 
verbal spec#fications? Did that not excite some anxiety 
on your part? 

No 
Mr. Seguin: Bes necessarily because with developers 
rE ce ¥ 


if? 
it's not exactly the same thing as wabsie/ you call contractors. 





You put up the idea to them and let them present what ‘ggg they 
haeeen have to develop. 


MnfShibley: And you were satisfied that the ideas 


were submitted to them ... 


Oh 
Mr. Seguin: @#, just a minute. TI didn't say I was 






the ideas they gave them. I have never seen 
or never heard them, so 


By. Shibley: I see. You were never provided with 
alt, satin caine 


= 
! le lat 
the specfications, oral or in wWyatizh ... 


Mr. Shibley: .. that were given to these developers? 
Mr. Seguan: Never. 


POTS i ( 
Mr. Shibley: I see. Then it ROeS mymeee ony it seems 
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‘as if *one person had the inside track,wmame whereas none 
of the other people knew what was going on.” 
Now, what answer did the commissioners and the staff 
give you in that connection? 

. Mr. Seguin: Well, the commissioners, again, as I 
Saul they didn't know anything more than I did. The staff -- 
this matter si not taken as a letter, first of all, because 
by tidan's toa it out of my pocket at the meeting. 

Mr. Shibley:. Yes. 
Mr. Seguin: I asked certain questions and I was 
told that m everybody was treated the same way, OD ae 
got verbal instructions and specifications. 
‘Mr. Shibley: Yes. Mr. Gathercole was at that meeting. 
Mr. Seguin: Yes. 
Mr, Stabiaskby : Did he remain silent or Gaggeeiag was he 


the person who was making these observations to you that 





everyone g had been treated the same? 


Mr. Seguin: I couldn't tell you. 


do nike 
Mr. Shibley: You dwt know whether he actively 





Mr. Seguin: He may have made some observations, he 
may not; I couldn't tell you. 

HD Shibley: In any event, whoever made those 
observations to You » he did not contradict them? 

Mr. Seguin: No, he did not. 

Mr. sekhaay’ And later on you say you discussed 
it with staff and they were uniform, were they, in telling 
you that .. 

Mr. Seguin: Well, yes, because we didn'tilearn 


Canade 
anything more. We didn't learn that Cleinneh Saas Square was 





being preferred that day, nor did we learn that any others 
were Emmett submitting tenders. 


Mr. Shibley: When did you first ascertain that Mr. 


el 


ie ane Agee a friend of Premier Davis? 


Mr. Seguin: When I first asgertained through the 


eel 
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Globe and Mail. 

Mr. Shibley: I see. So that it could have pm had 
no effect whatsoever sade sofar as your deliberations were 
concerned? 

Mr. Seguin: None. 

Mr. Shibley: Oh. Now then, going on with the 
letter; "When we were asked to quote on this project, we had 
every senior person in the company working on it; we even 
did a lot of work on the financing, and so on, after the 
proposal had been sent in. And it is very disappointing, 
if true, if we had no chance to be successful & right from 
the beggining.” 

Now, Mr. Seguin, @ did you enquire as to what 
transpired within the staff of Hydro during the period 
subsequent to January 24, 1972, when the contractors were 
making their submissions and the time of the commgssion 
decision on July 19, 1972? 

Mr. Seguin: Well, I certainly did. That was the 
result of Mr. Gordon's memo of October 3 there. But I wanted 
to know, to be sure Sigeer they were # going iy the right 


track. 


Mr. Shibley$ Yes, but that was after theevent dey 
= } 





Che +56 


Mr. Seguin: Well, this is after the event too. This 


is August 21. 






I realize that. And what response 


enquiries as to what had taken 


ho 
a wis 


place between the time the submissions —Dabag-e by 





the four developers and the time of the commission decision? 


Mr. Seguin: Well, I repeat again that we were told 
iw hese wor le 





some developers had done the dad others had not. 
Mr. Shibley: Were you given a copy of the rationale 


that was 





vy 


BB. Shibley: 


Mr. Seguin: 


reading it. 


Mr. Shibley: 


Mr. Seguin: 


Mr. Shibley: 


at that time? 
Mr. Seguin: 


or what? 
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-. Of October? 


I guess I was, but I don't remember 
I see. 
I know I have one now, but I... 


You don't know whether you got one 


I don't know. Was it given as a minute 


My, Genest: w I don't know. I know I've seen it 


since. 
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Mr. Shibley: All right. Did you subsequently satisfy 





yourself upon the question whether the three developers other than 
Canada Sqaare were, in fact, given a chance to be successful? 

Mr. Seguin: What do you mean subsequently — since the 
inquiry, or before, or what? 

Mr. Shibley: Let's start now. Have you been following 
these proceedings? 


Mr. Seguin: Yes. Every night I stay up until 11:30 readin 
pA eee ¢ 





terete: Tn fact, I am going to send that solicitor 
counse ] ~smaummmrsc_. 

Mr. Chairman: I hope you've been mae reading the trans- 
cript rather than the newspapers. 

Mr. si i I have no comments on that. 

Mr. Shibley: Has it been transcript that you have been 
redding? 

Mr. Seguin: Yes. 

Mr. Shibley: So you are literally briefed word for word. 

Mr. Seguin: Except, I think my wife told me that I got 
a batch this big yesterday at home which I haven't read because I 
wasn't there I was on my way here, 

Mr. Shibley : I understand. 


could 
Mr. Chairman: You4a# hardly wait to get home. 





Mr, Sequin: Exactly. | 
~ | 


Mr, Shibley: Well, I'm not going to ask you the question 





which would usurp the function of this committee, namely what is your 





opinion in that respect, Mr. id ibs What I do want to ask you —|I 
take it that a great deal of the evidence that has been tendered befor 
and which “| 
this committeegwould have impinged upon your consideration as to who 
should be the developer for this project, was not known to you as at 


July 12, 1972. 
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Mr. Sequin: Yes, definitely, but that doesn't mean that 
the developer that got it wouldn't have got it, But there wes “an 


awful lot of memos @n that building which we didn't gee, because we 
{GO 
are up to one hundred and some ——-geetsr some? 


Mr. Shibley: Yes. 


ane, =e 


Mr. eegeen And most of them we had never seen. 

Mr. Shibley: Do you consider those memoranda material 
to the mm deliberations of the committee? 

Mr. Seguin: I don't think so because I'll tell you, 
during the war, I erie years in the war and Smmx for four years 
of that I was in army estimates, in Mr. Ralston's Ei gale 2 ase cad 


2 
as millions of them and we 






staff section. And we were 
certainly didn't go through every estimate jwe took what our staff 
gave us. . 

Speen tare as 


Since then, I wages years chairman off and on, oe 


the Separate School Board in racer Buring wiltes eine we gave out 
$14 million worth of AS by ae ereree: didn't go into details 
either. 

Now, I'm still chairman of the University of Ottawa, and 
Since we bage becqme a provincial university in 1965, we've given 
Bout $60 million worth of contracts and I certainly don't go into 
details UDESe either. 


If my staff doesn't do ts 





gown work, I fire them or + 
reprimand them, whatever is necessary. 


Mr. Shibley: And if their recommendations are ill-founded, 
lick KK 


AS 
Mr. Bhi saa That's different. If there's a dbus Rp Ss 


and I get recommendations to the contrary, then I do inquire and see 





what went wrong. 


Mr. Shibley: You mean if there's a complaint, just to 
make the record clear. 


Mr. aeauan That's my friends oo 24 ¢ pisses toss 


Mr. Genest: A french expression. 
Use YOu 


Mr. fo ee Maybe I should apie fOr a translator. 


Mr. Shibley: I just wanted to cut the ice in the air that 








you had created. All right, let's return to Mr. Smith's letter, Mr. 


etn. 
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ern the first six months of this year we have tendered on over $100 
million worth of work, not including the Hydro project. Ve tae 
successful on $30 million worth, and we ie second on another 
$30 million worth, so we are used to winning or losing provided we 
know the eres lost 
If we assy the job fair and Square, we are quite willing 
to accept this, but we have Just found it very difficult to find out 
any more than the fact that our chances don't look too good." 
Now just stopping there, Mr. hl Ee You notice from 
that phraseology that Mr. Smith even as at August 21, 1972, does 


not appear to be aware of the fact that he is not in the running on 


that day. 


Mr. ids That he is not in the fact what? 


Mr. Shibley: As late as August 21, he was not aware 


that he wasn't in contention. 





(Tape H 551 follows) 


5:30 - 5:35 pm 


H-551-1 








Mr. Seguin: Well I think he probably 4s right. I don't 
know when we brought it out in public that Canada Square had the 
thing because we wanted to look the contract itself with Mr. McCallum 
protecting our interests. It could be. 

Mr. Walker: He indicates earlier that he had met with 
Mr .Gathercole hey sary that it did mmk appear the job might go to 
Canada Square. So that must have clued him £n on something. 

Mr. Shibby: Yes, he does say that. But I gather from 
this letter that he was not yet told that a decision had been made? 

Mr. Seguin: I couldn't tell you. 

Mr. Shibley: Did you not make any inquiry as to why the 
other developers had not been yet notified of the decision of the 
commission? 

Mr. Seguin: Frankly I missed that point. 

Mr, Shibley: All right. Then he sums up; 

"I appreciate the opportunity of writing to you, and I would further 
appreciate your opinions on the proposal. I am enclosing a copy of 
our own proposal and I would appreciate your returning it as it is 
one of two remaining that I have". 

Now did you respond to Mr. Smith's letter? 

Mr. Seguin: Not through him; through the task force member. 

Mr. Shibley: I see. Who was that? 

Mr. Seguin: Dean Richard Dillion. 

Mr.Shibley: Yes. 

Mr. Seguin: Whom I met about subsequently maybe two or 
three weeks on the task force matter with the task force. 

Mr. Shibley: Yes. 

Mr. Seguin: And he asked me if I had responded or 
answered or called, and I said "no". I said"I have told you before. 
If he wants the opinion of the board on this matter tell him to 
write the secretary of the board". And that was my final comment. 


Mr, Shibley: Has Mr. Dillon any connection with Ellis-Don? 





Mr. Seguin: He was the dean of engineering, at McMaster¢ 
) 


Mr. Genest: Western. 
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Mr. Seguin: Western. 


Mr. Shittey: I see. 








Mr. Seguin: And he was on the task force. 

Mr. Shibiey: And do you know whether Mr. Dillion followe 
through in communicating with Mr. Smith? 

Mr. Seguin: No, I never spoke to Dillon about this matt 
since. I have spoken to him sinee, but not on this. 

Mr. Bullbrook: I want to clarify something if I may, 
Mr. Chairman. 

Mr. Chairman: Mr. Bullbrook. 

Mr. Bullbrook: In the shaking of the head, Mr. Seguin. 
The question was, and if you would heip me Mr. Shibley, about any 
relationship between Dillon and Ellis-Don? 

Mr. Shibley: Yes. 

Mr. Builbrook: There was a shaking of the head. 

Mr. Seguin: I said I don't know. 

Mr. Bulibrook: I just want to clarify this Mr. Seguin i 
I may. 

Mr. Seguin: I don't know. 

Mr. Bullbrook: He was the dean of engineering at Western 

Mr. Seguin: At Western. 

Mr. Bullbrook: Do you know if he still is the dean of 
engineering? 

Mr. Seguin: No, he is employed by Ontario Hydro. 

Mr. Shibley: Mr. Seguin. You know that implicit in doing 
the lease-purchase was the abandonment of the original plan? Is tha 
correct? : 

Mr. Seguin: Mm-mm. 

Mr. Shibley: Had you ever seen the original plans? 

Mr. Seguin: Never. 

Mr. Shibley: Do you know whether any of the comissionm 
had ever seen the original plans? 

Mr. Seguin: I don't think so because we discussed that whe 
the matter came up one night, I remember, and none of them had seen 
the original plan an d none of them had even heard, except Dr. Fl mit 


who was on the commission at the time. 





wee w ed 
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Mr. Shibley: So that situation in July of 1972, and the 
decision was made to enter a lease-purchase with Canada Square was 
that none of the commissioners had seen the original plans, and 
there was no dicussion, according to earlier witnesses? 

Mr. Seguin: Oh yes. Oh yes. Just a minute. At that 
point we hadn't seen them, but it was discussed that they should be 
abandoned. 

Mr. Shibley: I'm sorry, Mr. Seguin, I thought Mr. Evans 
and Colonel Kennedy see was not discussed. It was just 
taken as,of course, that they would be abandoned? 

Mr. Seguin: Yes. 

Mr. Shibley: But it was not a matter for separate 
discussion? 

Mr, Seguin: Oh no, it wasn't discussed. 

Mr. Shibley: No. 

Mr . Seguin: It was taken &m as of course that they'd be 
forgotten. 

Mr. Shibley: Now, Mr. Seguin, did you ever participate in 
any discussion with any of the commissioners of Hydro or any 
member of the staff of Hydro referable to the relationship Uyigeex or 
friendship between Premier Tavis and Mr. Moog? 


Mr. Seguin: Not until it appeared in the Globe and Mail 


when I asked, 
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=) 97} Ps o 
SS Serr 2s Carl a 


i (e rs : 5 ¥ 25 mi 2 | #/ Lo) 
asked = it as true or/not true; eagg said I don't knowg 
»9 
Some said,’ Yes, it must be true,and that's it. 


Mr, Shibley: Did you ever participate in or 





overhear any discussion or any other form of communication 
as to the circumstance of Mr. Moog or any of his companies 
being a supporter of any political party? 

Mr. Seguin: Never. 

Mr. Shibley: I have no further questions. 

Mr. Bullbrook; Ges 0u i 

Mr. Chairman: Mr. Bullbrook. 

Mr, Bullbrook: Would you favour, Mr. Shibley, 


LLL LALLA CCT ty 


in this respect: I think the Wikmenmsmktkx witnesses will 





bear with us in that there is a great deal of repytition in 
what I am going to do; but I think that there has to be some 
consistency of evidence and, as a result we have to have the 
evidence. I'd like you to - if you could - consider asking 
every member of the commission the following question 

Was it brought to their attention that money had 
been offered -— some $40 million had been offered-for the 
purchase of the building’ Both the vice-chairman’ evidence 
and Mr. Seguins evidence has been that they were concerned 
about the utilization of both athe stabilization fund and 
the pension fund. 

fnd, kk I think it is germane as far as we are 
concerned that sa staff never did bring to their BUVEDELON | 
according to the first two witnesses , that money was made 
available. 

The second thing I'd like you to question which you 
did before of Mr. Seguing Was it brought to his attention that 
there might be some beneficial or adverse affect on reel 
foreign exchange rates in connection with the lease-purchase 


agreement’ 


a ee 
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Thirdly, I'd like you to question each commission 
member on whether there was any discussion as to the 
abandonment of plans previously begun in 1967 and completed 
in 1969. 

The next one I'd like you to ask every commission 
nenber [whether there was any discussion subsequent to the 
filing of the memo from Mr. Nastich as to the resolution 
of his reservations in connection with the agreement. 

And lastly, I'd like you to ask each commission 
member if there was any discussion by the commission as to 
the effect of maintenance costs on any of the employees of 
Hydro. 

The reason I do that, Mr. Chairman, is that I 
think probably it would expedite things firstly :agg I want 
to say to the commission counsel that while one recognizes 
the validity of Mr. Seguins comments in connection with 
the expenditures of vast amounts of money, he has enunciated, 


chour 
for example in his capacity as Geaawee 6 







war OF the board of 
governors of the University of Ottawa, the expenditure of 
some $60 admillion without the necessity of individual 
estimates. 

I think it is our responsibility to look into at 
least those five avenues as to whether the commission is 
consistent in its evidence that they never discussed those 


five matters. 


Mr. Shibley: Thank you, Mr. Bullbrook. I think 





some of them have been covered «> gu» 
ae 


Mr. Bullbrook: I'm sorry. hy, Rar CALE, I apologize. 





Mr. Genest: Mr. Chairman, Mr. Shibley ,there is em 
ones item I think perhaps Mr. Bullbrook may have overlooked , 
I don't know if he has Exhibit 39 which is a memorandum of 
a discussion at a commission meeting of September 15, 19715 
shortly after the Safrance proposals were first brought to the 


attention of Hydro? I wondered if you 4.. 
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Mr. Bullbrook: I probably have @& overlooked that 
and I appreciate your bringing that to my attention. 
Mr. Shibley: Yes, thanks Mr. Genest, that is 
quite correct. 
Mr. Bullbrook: Would you bear with me just 
for a moment? 
Mr. Genest: It's dated September 15, 1971. 
Mr. Bullbrook: I'm right h9@< it LQ Me. 
Mr. Genest: Got it? 
Mr. Bullbrook: Yes. 
Mr. Shibley: —immat I don't think we need f5 
pursue that. 
Mr. Bullbrook: I don't think we need to pursue 
that. Thank you. 


Mr, Shibley: I have not though asked this witness 
, 





whether the effect of fluctuations in foreign exchangeg 
AEspest jing 
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respecting submissions by developers who 
relied upon foreign sources of funds was a matter for dis- 
cussion by the commission? 

Mr. Seguin: Yes, it was. I don't know. Mr. 
Evans would know, but he sometimes has to walk out of 
the room and sitehithay Ae Vapiia ces or something like that, 
And T with Mr. Masters, but in our case Ion't think it 
is too big a consideration because we borrow@™® so many 

exchange 

hundredg millions on the foreign) sahara ho 
exchange /that it affects us everyfay . 

Mr. Shibley: I might say ... 

@ Mr. Allan: Mr. Chairman, are you not asking 

the questiong from another point of view? As to the 
effect it may have on ... 

Mr. Shibley: Yes in a comparison.... 

Mr, Allan: ... in the comparison of the various 
proposals. 

Mr . Shibley: That's right. Thank you Mr. Allan. 

Did the commissioners ever consider this a factor 
when hearing the proposals of the four developers? 

Mr. Sequin: I would say no. 

Mr. Shibiey: Then with respect to the July l2 
meeting that you attended... 

Mr. Sequin: Yes. 

Mr. Shibley: ... Geke prior to that meeting on 
June 29 Mr. Nastich had raised three basic areas of concern 
to him and you Weren so 

Mr. Sequin: I wasn't there. 

Mr. Shibley: You were not there? Was he at the 
meeting of July 12? 

Mr, Sequin: I think he was. I think it was the 


week after “Smiege that he left for his holidays. 


1973 
pm 
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Mr. Shibley: Mr. Genest,can you clarify whether 
Mr. Nastich was at the July 12 meeting? 
Mr, Chairman: Mr. Genest. 


elarify 
mueieies whether Mr. Nastich 





Mr. Shibley: Can you 
was at the July 12 meeting? 

Mr. Genest: No he was not. 

Mr. Shibiey: So the only meeting which he attended 
was June 29? 

Mr. Genest: That's correct. Perhaps it might be 
usefuly I am informed by the staff of Hydro, that in respect 
to foreign exchange, a fund is maintained where forward pur- 
chases of foreign exchange are made which greatly reduces 
the risk to Hydro Sty ae tee in the foreign exchange, 
Because their dealings are so large, they engage in a forward 


market. 


Mr, Shibley: I think it would be better to leave 





TOS STS +5 pic . 
cL Ne 
Mr. Genest: Well we will sta ae inc Mr, Ma 


ae 





‘Sti el. e 
Sno eee 





I withdraw that last statements, qh vow, before Thave te 
do 1 r 4ow Yetlouw eras FF 


Mr, Shibley: Are you going to wait until the 
second day of your testimony? 

Mr. Genest: Mr. Nastich just left| 

Mr. Chairman: Are there any other questions? 


Mr. Shibley: Wadd, Mr. Bullbrook has asked me 





of 
to put the question whether Co Chea ani vou have 
any recollection of members of the commission considering 


the effect of ;-,I am sorry, the effect upon Hydro employees 


aia ae the 





of contracting out that area of work that waa geges 


fcom lease purchase? 


er 
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Mr. Seguin: Yes, we were told that they would be 
absorbed through the system. 


Mr. Shibley: It was discussed? 

Mr. Seguin; Yes. 

Mr. Shibley: When was it discussed? 

Mr. Seguin: Well it was discussed when we discussed 
the maintenance part of it. 

Mr. Shibley: When was that? 

Mr. Seguin: Well, we have minutes of maybe two or 
three meetings on this building, but actually I think we have 
been discussing this building since, June, at every meéting, 
without having it on the agenda. And aw I remember Yee 
distinctly when we talked that the maintenance could be 
cheaper be7aere laser than under our union rates, And that 


absorbed 
the people would be ‘miaamzematix 





through the system, 
Mr. Shibley: Did you ever question the adoption 
of the pro rata method of evaluating the four submissions? 
Mr. Seguin: I wouldn't say I did question St. HG. 
Mr , Shibley: You never raised it as a question 
with others; fas it ever a question in your own minds 
Mr . Seguin: viaeae Sn my own mind I had made up 


my mind that the man who ws could give me a $34 building 
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LO Ment b.bbeciales ements. 
Mr. Shibley: Did Mr. Candy not tell you’ 





Mr. Seguin: Mr. Candy, I've never seen him 





until today. 


Mr Shibley: So you didn't have the benefit 





of any communications? 

Mr. Seguin: Not with him. 

Mr, Allan: Mr. 

Mr. Chairman: Mr. Allan. 

Mr. Allan: Do you mind if I ask Mr. Seguin 
if he was satisfied in his mind that the $34 building was 
a better building? What information did you have that ° 
would convince you ? That would convince him that it was 
a superior building? 

Mr. Sepuin: Mx As I mentioned before Mr. 

mune 
Allan we were employing a firm to follow the construction, 
we were having one of the architects who originally drew 
the plans to be erPyogec Chae Rear firm to represent us and 
also our own staff people who have experience in construction. 
So we had three ways of checking on it, 

Mr. Shap iey ; Yes that isn't really what I mean. 


OR NRE TN 


Mr.Shibley: N®. What Mr Allan is asking 


saat a 


you is this. Hydro wanted a building g of a certain quality, 


Mr. Seguin: Right. 


Mr Shibley: Three developers had made submissions 





indicated that they were prepared to provide suche bratcketdekoeco y 
building of that quality, at prices of $30 per square foot 
or less. Is that correct? 


Mr. Seguin: Yes. 


ELI ROTI SEN, 
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Mr. Shibley: Why did you presume that it was 
necessary to spend $34 per square foot to get a building of 
fthe quality in question? When three developers were saying 
4t could be done for less. 

Mr. Seguin: Well I have a little knowledge 
about construction. I have built apartment buildings, I 
have built office buildings and I know the more you spend the 
better the building. Nw nobody is going to tell me today 
that this building is going to cost $24 or $20 or $40 until 
it's finished. It is only when it's finished that we will 
be able to evaluate it. 

Mr. Shibley: Have you read the contract? 


Mr. Seguin: After it was signed, yes, not before. 





Mr. Shibley: YOu know that it talks about an 
appragsed value? 

Mr. Seguin: Right. 

Mr. Shibley: Do you understand what that 


kzm term means? 


Mr. Seguin: Yes I do. 





Mr. Shibley: What do you understand that that 





phrase means. 


Mr. Seguin: AnxapaRae 





rex appraised value, 





what the value of that date plus rentals plus everything else. 


Mr. Shibley: What I'd like to know is this 


eaten 


Mr. Seguin. Is it the understanding of the commission—«¢ You've 
read Mr Candy's explanation of what 


Mr. Seguin: Yes. 


oo 


Mr. Shibley:....he believes to be the basis 


nn 





of computation of appraised values. You've read that in the 
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transcript have you? 

Mr. Seguin: Yes. 

Mr, Shibley: Is that the understanding 
upon which the commission entered into that transaction? 


Mr. .seguin: I couldn't tellfou because I've 





never seen the contract until it was signed. After it was 
signed. I never got a copy of the contract until after it 


was signed. 


was never tabled with the commission,.... 
Sequin. 


Mr . [SEE RKNo . 

Mr. Shibley:....maxmx for review paragraph 
by paragraph before it was approved. It was not. 

Mr. Seguin: NQ. 

Mr. Shibley: Well who had responsibility for 
settling its terms? 

Mr. Seguin: The chairman of the board. 

Mr. Shibley: Mr. Gathercole? 


ae AN 


Mr. Seguin: Yes. 


Mr. Shibley: And the commission simply gave 





hime carte blanche authority to approve the form of the 
document? 

Mr. Seguin: Together with Mr. McCallum who 
was representing us. 

Mr. Shibley: Yes. Was it explained to you 
however, in coun of the commission approving of the agreement 
that at the conclusion of # constructin there would be 
afcosting of that building taken off? 

Mr . Sequin: It was not explained before the 
contract was signed because we had never seen it. It was 
explained after. I read it so I saw what was in it. 

Mr. Shibley: Be Mr. Seguin, I'd like 


to understand this. ARe you telling me that ah A NEE 


t 
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for the reduct th of rent, based upon the cost of the billding 
being less than $34 per square foot was not a matter for 
consideration by the e008 asin. 


Mr. Seguin: NQY, it was left to Mr. McCallum. 


Mr. Shibley: And it was never raised as an 
item with the commission? 


Mr. Seguin: No. 


aedammeeabeihiammeamee 


Mr. Shibley: You didn't know of it until 


after the Adaunenh eae ce¥eonbed/ Is that correct? 
Mr. SEguin: Right. 
Mr. Chairman: Any other questions * 
Mr. Walker: ¥ Just one... 
Mr. Chairman: Mr. Walker. 
Mr. Walker: Do you review clause by 
clause m your contracts that have been involved in the $60 
million you qmoted with the University of Ottawa? 
Mr. Seguin: No I don't because we have 


a solicitor doing that. I know the form though because 


first form and been using the 





I've read the xihecxraxices 
same form since. 


Mr, Walker: Have you had experience in 





lease-purchase arrangements? 










mt lig 





H555 to follow 


a ng Fee, . asi 2 SPC nt nar 1 Pert a enn att aL a 


H~555-1 June 19/73 
5.50 to 5.55 pm 


fvk Ze 





Mr, Seguin: Personally no, but my firm is in it. We 
CAMPEAYV 
represent caunéed=fer—q corporation in Ottawa. 





Mr. Walker: It's just a small organization? 

Mr. Seguin: Just a small one. 

Mr. Genest: I wonder if I might make a point here, Mr. 
Chairman. One of the meetings of the commission at which the 
contract was considered - this will be given in & evidence by 
Mr. McCallum - was a meeting of October 26, i972, and I don't 
believe Mr, Seguin was present at that meeting. He's not shown 
in the minutes as being present. I think his evidence should 
be regarded in that light. 

Mr. Chairman: The bells are ringing, Mr. Renwick. Do 
you have many questions to ask? 

Mr, Renwick: The belis just started? 

Mr . Chairman: No, they've been ringing for about 20 
minutes, five, mam 10, 15 minutes. 

An hon. member: Half an hour, 

Mr. Renwick: If iast night is any example we won't 
be voting until a quarter after siy. 

Mr. Chairman: Have you had a message? 

An hon. member: Yes, sir. 

Mr . Chairman: What was the message? You might check 
again, you carry on anyway, Mr. Renwick. I'd think we'd like 
to finish with Mr. Seguin before we go up to vote. I think he 
has to get away as well. 

Mr. Renwick: I realize the problem but I want to be 
satisfied on a number of matters. Perhaps some other Ex 
occasion would be more convenient, Mr. Speaker. I don't want 
to inconvenience him but I don't want the Begiexk bells to 
determine the questioning. 


Mr. Chairman: It will be a lengthy questioning, eh? 





Mr. Shibley: Mr, Seguin, what time are you due to leave 


tonight? You mentioned nine o'clock to me. You mentioned 


yg 
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Mr. Seguin: Yes. 

Mr. Shibley: Can you be back here at eight and continue 
until nine if necessary? 

Mr. Seguin: Oh sure. 

Mr. Shibley: All right. Then there is no problem. 

Mr. Renwick: Mr. Seguin, I take ehoaete blades that when 
Mr. Smith arrived and you arranged to have this informal meeting 
with your fellow commissioners and members of the staff, that 
your basic concern, and I think this was repeated during the 
course of your SES rSRany | MAS to be satisfied that all of the 
persons that had submitted proposals had been treated equally. 

Mr. Seguin: Right. 

Mr, Renwick: Now, I also take it that in the light of 
what has taken place at this committee tm-med«x in the evidence 
which you have read that you have a very real question in your 
mind as to whether the information which you were given at the 
meeting on September 1 could have been given in response to your 
questions? 

Mr. Seguin: Do you mean that they were treated equally 
or not? 

Mr. Renwick: I want to be extremely fair because [I 
don't - extremely fair about this. I'm not imputing any intention 
on the part of the members of the staff of Hydro to Lactose you 
at the meeting of September i. But I take it that objectively 
you have a very real question in your mind as to how they could 
have given you the samege answers on September 1 in the light of 
the evidence which has come out before this committee. 

Mr, Seguin: Yes. Since then I've had my doubts mt that 
somebody had been preferred, there's no doubt, that had been given 
more information than others. 

Mr, Renwick: So I take it that in the light of what you 
now know that you consider that Mr. Smith's complaint was a 


justifiable complaint in the circumstances? 
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& Maaar Mr. Seguin: Yes. 
Mr. Renwick: So far as the origin of the complaint, 
had you had connection with the task force Hydro before you . 
received the communication from Mr. Dillon? I'm curious as 
to how he chose you to call, 
Mr. Seguin: I'11 tell you in my curriculum vitae there 


I was for four years in the Ontario Gommittee on Confederation 
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and on Dillon was one of the members who knew me very well ‘> 


aera ag: may be as a result of that that he asked me, that 
he asked tm Gir~ GB works 6b mes 

Mr. Renwick: So I take it that he had already 
Suggested to Mr. Smith that he write to you about this matter? 

Mr. Seguin: I don't know if he had already when he 
called me} but I know when he called me he asked me if I would 
meet him and I said no. 

Mr. Renwick: Now to clear up one other matter, Mr. 
SEguins; you will recall that when Mr. Gathercole was giving his 
evidence that he indicated that he thought that someone had 
referred to Mr. Moog and that he thought it was you. Now 
I understand that it was not you. Have you any KG@uee idea at 
all as to what would have brought that matter to Mr. Gathercoid¥e 
mind? 

Mexaeewcnx xNaw xkaxRleaRxwe Knee xatherxmakkeryxNzx 

SeHRMLAGARHKXWKETXRARALIXERaE 

Mr . Seguin: I don’t know; probably I speak too much. 
Ag the meetings —= f wouldn't know because I will teil you, 
honestly, the mame Moog was mentioned when I asked who are the 
principais of Canada Square? And the name Moog came up, aac 


I had forgotten all about that name until it appeared again in 
the Globe and Mail. | 

Mr. Renwick: And when you say it appeared again in the 
the Globe and Ma TT what time desmemmas 


Mr. S&guin: No, when it appeared in the Globase and Mail. 
a 

Mr. Renwick: Just recently, or 4--=- = 

Mr. Seguin: Just recently. 





Mr . scndinebsiy Weil, could I put the question a different 
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Mr. Seguin: Never. 
Mr. Chairman: Mr. Renwick, your whip is looking 
for you, I don't think he cares about the rest of us... 


The committee adjourned at 6.00 o'clock p.m. 
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The committee resumed at 8 o'clock, p.m. 

Mr. Chairman: Ladies and gentlemen, we have a quorum in 
the room. I would ask Mr Seguin to come forward again, realizing 
that you ety uke out of here sir for your own appofntment at 
what time, pane 

Mr. Seguin: Yes, about that time. 


Mr. Chairman: Mr. Renwick then if you would proceed sir. 
——————_ , = 


Mr. Seguin: I would like to make a correction, Mr. 





Chairman, before we proceed. When I said we didn't see the contract: 
which is a big thick book, I was right. But on the other hand we 
had got an 18~page letter from Mr. Houser and Mr. McCallum 
concerning the contract on different points which had been 
considered by us at different meetings. 


Mr. Chairman: Thank you, Mr. Seguin. 
Lotlo w) 


Mr. Renwick: I'll leave that for Mr. Shibley to ‘isha 


you have 
along. homme As aes counsel said, al impressive 


curricula vitae, I'd like to question you about the way in which 

you conceive your role as a commissioner, and the responsibility 

which you have. I want to do it briefly, but I do want to say that 

from my point of view, and I would perhaps surmise, from the point 

of view of other members of the committee, we are somewhat confused 

as to the dividing line of responsibility as conceived by members 

of the commission for the commission as a whole, and the responsibility 

of the senior management. With your experience I would like you 

to make a very brief statement about the division of responsibility. 
Mr. Seguin: iss, Mr. Fenwick. I would say that being 

government appointees we are actually the watchdogs of the ratepayers 

or users of Ontario Hydro, and it is our responsibility to check 

management as much as we can into aay details of what they are 

doing for the users of hydro. Now when it comes to policy, policy 

the same thing is usually from the board to the executive and 

simply opposite. When it comes to purchases it is recommended by 

the administration to us, and we approve or refuse their tenders, 

whatever it is. 
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Mr. Renwick: How would you view the decision of 
Hydro during the time that you became a commissioner until 
it was formalized? How do you view your responsibility with 
respect to the question of a head office? Is that a policy 
matter ,not with respect to the Cote a Pa with respect to 


sennenticn, 


Mr. Seguin: I would say sir that without the 





commissioners approving construction, esiimltesaim, the staff of Hydro 





certainly cauldn't proceed with it. So it was for# us 
to decide that, fhe commissioners. 


Mr. Renwick: Mr. Seguin, from your knowledge 





or background with the commission what role do you consider 
that the government had to play in this decision with respect 
to the head office? 


Mr. Seguin: Actually I would say as I answered 


in my letter they had no role. But I know for a fact from what 
Red bes 


Rice 
» consultation 






ff 2 
Seto 
pores 


the chairman west was saying to us,— 





with different ministers tiaé at all times during the last 
three or four months prior to July. 
Mr. Renwick: Were you then under the impression 


SS eel 


that when you were making the decision so far as your involvement 





in the decision was concerned in approving the negotiations 
and settlement of a contract with Canada Square, that whatever 2 
governmental approval or authorization was required had been 


obtained? 
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Mr. Seguin: Let's put it this way: I didn't 
think government approval was necessary. But I knew the 


government was being informed and had not said no. 


; Mr. Renwick: You would agree with me téeet if 
rere ) 


Hydro had been going to borrow the sum of 35 (Ro. $0 million 
and assuming a 30=year commitment to pay interest on it | 
that government approval was required’ 

Mr Seguin: Necessary. 


Mr. Renwick: But that the fact that the form 





. of this transaction took a lease-purchase view saimat even though 

the identical number of dollars were going to have to be 
paid out by Hydro Yoe-® period of 30 years, tdeee it was 
BOSONS 

Mr. Seguin: required. 

Mr. Renwick:,,.~.a requirement. But without 
asking you whether you have specific knowledge of all 
the details of the Power Commission Act, apart from MOFPOWLng, 
there are a large number of matters which do require cabinet 
approval in the Power Commission Actas there anything 
in the nature of a legal confirmation to the commission 
that this project could go ahead without cabinet approval? 

Mr. Seguin: N@<“ we never asked for that sir. 


But as I said before\’ r. Gathercolé kfeap aay talks with 
> 


different ministers, and with the Premier's office, the 





word was "go", So in view of that fact we proceeded with 

it. I imagine if he had come back to us and said 5 like 

it was said in 1969, that the economic conditions are bad 

and you shouldn't proceed with it. ie would have stopped. 
Mr. Renwick: Do you know Mr. Fleck, Mr. Seguin? 
Mr. Seguin: I've talked to him once on the 


telephone. 


ee ee 
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Mr. Renwick: In a matter at all related to 
Rerseeietgn eet 
this question? 
Mr. Seguin: No nothing at all. 
CO tare ee 


Mr. Renwick: I just wanted to confirm. I think 





it is correct to say that you had no conversation personally 
by telephone or otherwise with MR, Smith about the letter 
of complaint. 
Mr. Seguin: No. 
SS ee 
Mr. Renwick: And as a result of the meeting 
on September 1, did you take any further steps in connection 


with that letter? 
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Mr. Seguin; No I did not, except as I mentioned 
before, I think it was two or three weeks later when we did 
meet with the task force and it was then that Mr. Dillon 
asked me what I had done with the letter and I told hin. 
I repeated to him what I had said to him when he first 
called me, that if Mr. Smith wanted to deal with the board 
on board matters that he should write the secretary of the 
board and not an individual. 


Mr. Renwick: And I take it that the meeting of 





the commission with the task force at that time that this 
discussion or comment between you and Mr. Dillon was purely 
incidental to that meeting? 


Mr. Seguin: Oh, that was in a corner of the room 





between Mr. Dillon and myself. 


Mr. Renwick: And had nothing to do with the 





purpose of the meeting? 


Mr. Seguin: Ne. The letter, Mr. Renwick, was 





madeuw=, the name was divulged to the other members of the 
commission ,and Mr. Evans said that I told im, but ZI don't 
remember telling hima, }t was divulged as faf as I was 
poncerned in early April when the article came out in the 
Globe and Mail, that @ divulged the name of the person who 
had written the letter. 


Mr. Renwick: And I understand from your Aigepieee 








very first statement that you came on the commission late 
in September, 1971? 


Mr. Seguin: The first meeting was early October, 1971. 





Mr. Renwick: So you would not have been in attendance 
eaten ra acral 


at the meeting on September 15th at which this question of 
availability of funds for a project to be constructed by Hydro 4 


Mr. Seguin: No, I was not, 


ete aaa 
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Mr, Renwick: Did you ever at any subsequent 
time hear that matter raised or discussed? 


Mr. Seguin: mee I heard it raised and 








discussed in a general way, but nothing was acted upon nor 


did Gametime 





I ask any questions on it. 
Mr, Renwick: I have no further questions, 
SEI I RE 

Mr. Chairman. 


Mr. Bullbrook: I would like to,with your na? 
CE OL LAE 





Mr. Chairman: Mr. Bullbrook. 





Mr. Bullbrook: ,..just ask a couple of questions 





of clarification. Mr. eeguin, in talking of Mr. Dillion 
previously, you had mentioned that he was an employee of 
Hydro. 


Mr, Seguin: mia. Yes, 








Mr. Bullbrook: Perhaps I am in error here, I 





didn't realize members of €ask Porce Hydro were employees 
of Hydro. 


Mr. Seguin: Well, I'll have to explain that one. 





the _- 
You see, Mr. Dillon was appointed to, task force while he 
was dean of engineering at o.. 


Mr. Genegt : Western. 


Mr. Seguin: «2. Western and then he went on 





sabbatical RPE ARP I imagine that he asked to be employed 
as 4A — 
by Hydro xigietee consultant to enforce the fask force report. 





And that's how he became an employee. I think his term is 
one year, as a consultant. 


Mr, Bullbrook: So in effect he is a consultant 





to Fask force Hydro? 

Mr, Seguin: He is a consultant to Ontario Hydro 
Exe: to implement the “$ask Porce decisions which will be 
decided by the government. 

Mr. Bullbrook: Do you know if Mr. Dillon carries 
on any other typeg of business? 

Mr. Seguin: I wouldn't know that. 


SSE 


Mr. Bullbrook: Thank you. 


ee 
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Mr, Seguin: Although I have known Mr. Dillon, 
as I said, he sat with me on the conservation committee for 


years. 


Mr. Chairman: Are there any other questions? 
Mr. G. gee Hodgson: Mr. Chairman, I just wonder 
AE Te ae) Me 
if counsel wishes to pursue sams 






the commissioner Bag any 
knowledge of the phone calls with regard to the contractorg 
fhiich was one of our questions of reference. 

Mr. Shibley: Mr. Seguin, there was evidence given 
by Mr. Brookes of OISE to the effect that he received a 
telephone call from an unidentified person, someone who he 
believed in the first instance was connected with Hydro but 
later said he was presuming that without knowings_, 
| Mr. Seguin: Yes, I read that. 


Mr. Shibley: ,.«4inquiring as to whether or not 





it was a fact that Premier Davis and Mr. Moog were friends. 
Do you know anything about the circumstances at all? 

Mr. Seguin: I know nothing about that. I don't 
know Mr. Brookes. I ita never heard of him before this 
inquiry. 

Mr. Shibley: And you have no information or belie# 


in that reapect? 


Mr. Seguin: No information whatsoever’. 








Mr. Chairman: Mr. Seguin, merc¢i beaucoup pour 
CEE I 


Eee: votre assistance. 
Mr, Seguin: Merci, mugen monsieur. 





@@ Mr. Shibley: Hidden fmmgk talents of the chairman, 





Is Mr. Evans here? 


Mr, Chairman: No. I don’t know where Mr. Evans is. 





H-560 to follow 


(Hy 560 — 1 June 19/73 


8:15 ~ 8:20 pm 
ee 





Mr. Shibley: Mr. Genest I think you should know 
it is my intention that Mr.Evans be recalled. 

Mr. Genest: You thold me that,Mr.Shibley, ; 
and as soon as you told me I looked for Mr. Evans; he 
had gone. I checked with the whip's office and they a@a are 
trying to find him now. 

Mr. Shibley: I intend, I'll just tell you 
my purpose,..I would like to question both 2’ and Mr. 
Gathercole again with Pi respect to the September meeting 
about which Mr. S8eruin has now testified. Se. It is my 
intention to recall them and I think it would be preferable 
that they be recalled fairly quickly. 

Mr. Genest: Soon. 

Mr. Shibley: temebet I'll now proceed and 
deal with the remaining coins 86) onens, arc if you *% might 
be @dmex alert to arranging for Mr. Evans to be available. 
I'm not{intending to recall Colonel Kennedys; I understand he 
is not well and his wife is ailing. We I don't think it 
necessary. But I would like Mr. Evans available. 

Mr. Genest: Perhaps the committee can assist 


me in locating him. I understand the whips have wae A044 
ORR Umlirrown ba EZ AUMSL E © 





Mr. Renwick: Ring the bells, you might be able 
to find Bee 
He, 


Mr. Walker: seaget 11 come out of the woodwork. 


Mr. Genest: gm I think he will be available tomorrow . 


H 560 - 2 June 19/73 
8:15 - 8:20 pm 
C.B. 





f we can't find him tonight, Mr. Shibley. 
Mr. Shibley: Thank you. 
Mr. Allan: He'll be around someplace tonight. 
ay On 
Mr. Shibley: I'd like to call 4s it Danf#y’ 
am hinie’ 
TEES ea 
. ngis: ir. angis. 
Mr. Shibley: Thank you. We have a Mr. Justice 
Danny. 
_ a! ‘? 
Mr. Dangis: It is pronounced Donney in some 


reas_of course. 
a as,o s 


Mr. Shibley: Yes. 





DANIS 
LOU DE » Sworn, 


Mr. Shibley: Mr. Danis, would you tell the committee, 
the term during which you have been a commissioner of the 
Ontario Hydro Power Commission? 

_Mr. Dangis: I wasappointed at the same time 
as Mr. Seguins the latter part of Pephember re 7! he 

Mr. Shibley: Yes. During the tenure of your 
office as a commissioner when was the first occasion on which 
you were involved in any consideration for the lease-purchase 
of a new head office building?! 

Mr. Dangis: I believe, as my recollection goes, 
it would be somewhere in June of 1972. 

Mr. Shibley: Would that be June 29, 19727 

Mr.Dangis: Yes, there or thereabouts. 

q _e apes was at a formal meeting of the 
commission? 


Mr. D&ngis: That's right. 
renee ener 
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Mr. Shibley: Had you received any communication, 
written or oral, respecting plans for the new head office 
building prior to that date? 


Mr. Danis: No, I had not. 





Mr.Shibley: At the time of that meeting you 
ao 
received a copy of a seven=page memorandum dated June 2@ 23, 
prepared by Mr. Candy and Mr. Mink,I believe. 

Mr. Danis: Yes, I had. 

Mr Shibley: Was that the only documentation 
tabled with you at that or any subsequent meeting upon 

Has q 
which you were asked to make £ your decisions in connection Yasty 
Mr. Danwés : Yes it was. 

2 te tet aera - lt ime} 

Mr. Shibley: Did you at any os aban the 
opportunity to review the April 10, 1972, report compiled 
by Candy and Mink? 

had 

Mr Dangis: I don't recall that I i 

Mr. Shibley: Did you ever have the opportunity 
to examine and consider the content of the various memoranda 
compiled by various departments of Hydro, all of which have 
been tabled as exhibits in these proceedings? 

Mr. Danwis: No, I had not. 


Mr. Shibley: You have since considered them, 





have you? 
Mr. Danmis: I have since considereds I'm sure gan, 


Mr. Shibley: Y@u've been following these 





proceedings closely, i gather? 


m Mr. DAnmis: cel have. 





Mr. Shibley: You have either sat in or read 
transcripts? 


Mr. Dantxis: Yes. 


- 
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x Mr. Shibley: Have you looked at the documentation? 


Mr Dangis: I've read them. 


Mr. Shibley: Yes. None of that documentation 
was known to you as at the time of your deliberations in 
June and July and even into the fall of 1972. Is that 
correct? 

Mr. DAngis: No, they were not. 

Mr. Shibley: The only documentation before 


you and other members of the commission, being the seven. 


page memorandum of June 23? 


“Mr. Danmis: Thafis right. 
Mr. Shibley: Now, with respect to the meeting 
of July 12, were you there? 
Mr. Danwis: There was one meeting. Could [I 
check with @# counsel? 


Mr. Shibley: Yes. 


(hok 
Mr. Danmwis: There was one missed just about 


5 we) 8 


that time. I'm not curdyi was July 12 orSsST believe 


wKew/ / ‘ 
it was July y2yT-was missing. 


Mr. Shibley: Yes, of course. All right. 









Mr. Genest: I believe that's right,I have a te 


/ 
_ checked that. Whore, ore Var Mines / My errand yes 
mon BOB GoOnR -— 
Mr. Shibley: Were you at the meeting op July 
197 


Mr. Danwis: Yes, I believe I was, I missed 





one meeting and I believe it was the Wadi h geile sonag 


rew 
that was at the others. 






ain—-questions—that 





June 1ayv/73 





(8:20 + 8:25 
CA 
H-561-1 
AR ree ten sh pp ppm be lieve it was ha | 25} $e ree ears SSUAO0 


ae 


Mr. Shibley: You had been at the meeting of the 29th whe 











Mr. Nastich reised certain questions that’ were worrisome to hig 


were you not? 


MARZ Danis: Yes ,I was. 





Mr. Shibley: Included among those was the circumstance 
of whether it was preferable to do the transaction by lease-purchas 
or building a building with your own funds. Do you remember that? 

Mr. Danis: Yes, I do. 

Mr. Shibley: And also he raised the question at the June 
29 meeting as to the validity of pro-rating the submissions made 
by the four developers on the basis of a $34 per square foot 


building. Do you remember that? 





Mr. Danis: Yes. 


Mr. Shibley: At any time subeequent to June 29 was there 
@ 
ever an occasion on which those issues as raised by Mr. Nastich 


. 


i . 
brought up these various questions , oa the commission, (he) L | 
following that meeting,{ had made, from what I am given to understand 
a memorandum of some type which went to Mr. pean, who compiled the / 


ANSWELS , Wikketdaeniaietae—. Arter having compiled the answers to the | 


questions that were bothering him at that time, if they were indeed | 


were 
on June dear paiy sl te to your satisfaction? 


i 


Mr. Danis: Prior to that date did you say? 
ie tnd cee sd 


Mr. Shibley: Subsequent to June 29. 








Mr. Danis: Subsequent to that. as I recall, when Mr. Nast. 














bothering him, the memorandum which he... 
Mr. Bullbrook: What does the witness mean by Phy oa 
were indeed bothering him"? Are you taking issue with..? 


Mr. Danis: No, I'm not taking issue. Maybe I used the 
wrong terminology, and if I did I apologize. 


Mr. Bullbrook: You don't have to apologize. I just want 


| 
} 


tojclarify what the witness meant by that. Is there anything in your) 


mind that Mr. Nastich wasn't sincere? 
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Mr. Danis: No, there isn't atall. 

Mr, Bullbrook: Okay. Go ahead. 

Mr. Shibley: Just before we leave ies, I gather thatj;_, 
and I would like this established once and for all stogathes thaié 
Mr. Nastich came on the scene so to speak in Febraary when he was 
appointed to his senior position in finance. Is that correct? 

Mr. Danis: Yes. 

Mr. Shibley: And having brought a fresh mind to bear 
on the Situation it was he that was, if I may say SO, repeatedly 
raising the questionshiith staff and the commission as to the 
matters raised in his memorandum of the meeting of June 29, which 
you have now read? 


Mr. Danis: Right. 


Mr. Shibley: And so far as you are concerned, and the 





commission is concerned, Mr. Nastich was sincere and bona fide in 
raising these issues? 

Mr. Danis: That is true. 

Mr. Shibley: In fact he was telling the commission that 
you should have a good, hard look at the basic premises upon which 
this lease-purchase transaction was founded? Isn't that so? 

Mr. Danis: Yes, it is. 

MB. Shibley: And he set them out very succinctly, and 
very bluntly, if I may say so, in his memorandum of June 29, which 
is exhibit 78 in these proceedings. Is that correct? 


Mr. Danis: Yes. 





Mr. Shibley: You have now had the opportunity to read 





those, but in eny fie or you had heard him repeat the same cautions 
to the commission Wkax“the meeting of June 29. Isn't that so? 
Mr. Danis: Yes. 
Mr. Shibley: Now what this committee is interested in 
knowing is; what if anything was done in terms of follow, through 
to satisfy Soeas ies as to eevure the questions raised by Mr, 


Nastich were satisfactor#ly answered< 


Mr. Danis: I was endeavouring to answer the question a few 





moments ago, Mr. Shibley, and maybe I did express myself incorrectly. 
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(Mr. Danis) 
But in any event what I was attempting to say at the time was that 
the answers came through Mr. Nashich having got in contact with 
Mr. Dean who aia formulate the answers which were sent to, 23 
believe, Mr. Sissons, and there was; subsequently to 7 a meeting 
held between Mr. Sissons, Mr. Gathercole and, I believe, our genera] 
manager, Mr. Gordon. They had gone over them and then came back 
to a further Meeteneyat which time they had expressed the fact tha 
they had gone over all of these and were quite satisfied with the! 
answers, and satisfied the commission to them as well. 
Mr. Shibley: Now, I gather Mr. Nastich went on holiday in 
July of 1972. Is that correct? 


Mr. Danis: Yes, I believe hedid. 
<a 
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(Mr. Shibley) 





‘ Mr. Shibley: So that the matter to which you are 
making reference, then is the memorandum of July 6, 1972, ex- 
hibit 79, from Mr. Dean to Mr. Nastich? 

Mr. Danis: I dont have one in front of me. but I 


) 


imagine that is the one I am referring to. 
| Mr. Shibley: It starts off, I might tell you, and 
it might assist youstn response to your memo of June 29"and 
he is talking about Nastich's memo of June 4"I have mex reviewed 
the questions you have raised with Candy and Mink , a set below 
the answers to your specific questions" and sof What I want 
to know is, why wasn't this document tabled before the ® com- 
mission? 
Mr. Danis: I don't know the answer to that. 
Mr. Shibley: It never was tabled was it? 
Mr. Danis: I don' thelieve it was. 
Mr . Shibley: Was its content ever reviewed with 


the commission? 


Mr. Danis: Well I would say it was discussed 





with the commission, yes. 

Mr. Mhibley: When? 

Mr. Danis: Weil, now, I don't know the date of the me 
meeting Mr. Shibley, that it was discussed at but it semms to 
me that I recall that it was discussed at a meeting subse- 
quent to this being drawn up. As I say it was poy 

Mr. Shibley: The next meeting was July one baa 
which we only have a two-line 

Mr. Genest: He wasn't there. 


Mr. Danis: I was not bl es I couldn't prnaf 


Mr. Shibley: You weren't there? Then the meeting 


ae 





of July 19 was next, Was it raised at that meeting? 


Mr. Danis: I am not sure whether it was or not. 


Serpe SE SIE SESE 


It could have been. 
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Mr. Shibley: I might tell you the document, 
cal einaa an art t 

which is exhibit 84, wawheremios dated July 19,which is tim 

"Advice of Commission Decision" starts off by saying; 

"The pee proposal to proceed with a new head office 

ll ding 


wii was again considered"and a seven-page memorandum , 





Figs June 23, 1972, which had been briefly reviewed by 
the commission at meetings of June 29 and July 12 was 
re-submitted today." There vind no reference to the July 6 
memorandum from Deans to Nastich. The only document which 
is referenced is again the June 23 memorandum. Do you 
note that? 

Mr. Danis: Yes. 

Mr. Shib ley : Is it fair to presume that Mr. 
Easson ,who is responsible for the compilation of this 
document and whom I understand to be a very meticulous 
person would have referenced any other doauments tabled 
with the commission that were part of your considerations 
on that date? 

Mr. Danis: No,I don't think he is likely to 
do that. 

Mr Shibley: Pardon? 

Mr. Danis: I don't think so. 

Mr. Shibley: You don't think he would have? 


Mr. Danis: Well maybe I am misunderstanding 


Se ESRD 





your question. 

Mr, Shibley: What I want to know is if the 
Dean.to-Nastich memo of July 6 had been tabled with the 
commission and considered by it, would Mr. Eassgon not 
have referenced it in the first paragraph in ee same 
way as he referenced the June 23 memorandum? 

Mr, Danis: I would have thought that he would. 

renee 

Mr. Shibley: Yes. And the earlier witnesses | 
being commissioners have not made reference to the cir- 
cumstance of the Dean-Nastich memo of July 6 being con- 


sidered at all at the July 19 meeting. You heard their 


evidence? 
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Me. Danis: Yes, I did. 

Mr. Shibley: Well,what is your own evidence as 
to whether those matters were taken up at that time? 

Mr, Danis: Isaid that we didn't take them 
up with the memo in front of us at the meeting. 


Was Mr. Dean at that magia 





Mr. Danis: No. 


Mr. Shibley: And neither was Mr. Nastich? 
Mr. Danis: No. 


Mr, Shibley: Now the memorandum of July 6 





would be sitting on Mr. Nastich's desk while he was 
away on holiday. 

Mr. Danis: Could be. 

Mr. Shibley: No? Was he back by then? 

Mr. Genest: No, the evidences,» Bo you 
| want my help? 

Mr, Shibley: Yes, I would like your help. 

Mr. Genest: My understanding, and I think 
Mr. Gordon will bear this out is that the Dean memorandum 
was discussed at a meeting of the chairman, Mr. Gordon, 
Mr. Sissons @# the day before the July 19@— meeting. 
And that the questions that had been raised by Mr. 
Nastich were answered to their satisfaction, and they 
were dealt with at the commission meeting. 

Mr, Bullbrook: We want an explanation of your 
final comment3@@am "And they were dealt with at the 


commission meeting¢" How were they dealt with? 







I would like to reconcile that 


statement with what has already been said by the other 
commissioners as to what was and was not discussed at 
the meeting of July 19 tm. 

Mr, Genest: Well, with respect Mr. Shibley, 


RANEY AE MN OI 


you are asking people to recall out of their memory an 
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(Mr. Genest) 
event that occurred almost a year ago. I think that Mr. 


@eo 


Gordon will testify, My recollection is that Mr. Gathercole 
also dealt with that at that the commissioners were 
informed that the @@#questions raised by Mr. Nastich had 


been examined and that @@@@@@@inanagement was satisfied. 


| tte! 
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Now I don't want 
to pre-empt Mr. Gordon's evidence+-4You will hear from him on 
the matter,,but that is my understanding, my recollection of 

“what Mr. Gathercole said. It is a long time ago now. 

Mr. Shibley: All right. Mr. Danis, you have, prior to 
your being mcalled as a witness, considered the July 6,872, From 
Dean to Nastich, have you? 

Mr. Danis: Yes I did. I have ‘ep {eetdRy it again though. 

Mr. Shibley: Yes. Having regard for your more recent 
review of this document, do you have any recollection that Mr, 
Gathercole or Mr. Candy or Mr. Gordon reported to the meeting of 
July 19 the contents of that document as it relates to issues 
raised by Mr. Nastich? 


Mr. Danis: I said that I do recall that it was mentioned 





at the meeting of July 19. 
Mr. Shibley: What do you mean “it was mentioned"? 


Mr. Danis: Well, they had a meeting, as ail mentioned, 
tam «6 was given to understand there was a meeting of Mr. Sissons, 
Mr. Gathercole and Mr. Gordon, and reviewed the report that was 
brought down by w Mr. Dean, answering the questions that Mr. 
Nastich was concerned about. At the meeting the following day, 

it was discussed with the commissioners. We didng&'t have the 
documentg but they discussed it and whatever was said at that 


time satisfied the Commission, myself included. 


Mr. Shibley: Are you telling me then that on the meeting 





of the 19th of July the validity of the pro-rating process was 
examined carefully? 
Mr, Danis: I believe it was. 


AR AIE LEIS ET 


Mr. Shibley: You know that two commissioners before you 


ERD 


have said otherwise r 


Mr. Danis: Yes, I am aware of a el it seems to me 


SLT 


that we were satisfied that this was quite in order, 


H 563-2 June 19/73 


8:30-8:35 pm 
eee \ PLG 
Mr. Shibley: At the moment, I want to know whether it was 
en eee aw 


even eat suave” \ 


\ 
Mr. Danis: I thought it was. 


Mr. Shibley: Now I must ask you, Mr. Danis, do you now 





think it was because you hagdihlanaand reference to the July 6 memo, or 
are you drawing on your memory of what actually took place at the 
meeting of July 19? 

Mr. Danis: I thought it was discussed. 

Mr. Shibley: Well then, pursuing Mr. Allang's concern for 
the moment, why, having regard for the fact that three developers 
all came in with a price very close to one another, and the 
fourth being somewhat separated, the fourth being Canada Square, 
why did the commissioners consider it appropriate to pro-rate 
upwards to $34, rather than to pro-rate down to 0? 

Mr. Danis: Well, as was explained to the commissioners of 
course g@@m™ by our executive personnel, ii! it was felt that the 
type of building which we wanted was one which was more in line 
with the $34 @ value than it would be at a lesser amount, and it 
was decided upon that they should use that figure and pro-rate 
them to it. 

Mr. Shibley: Mr. Danis, you were told that Mr. Candy had 


maadevelopers { 


laid down the specifications to the four aes 





Mr. Danis: Yes. 


Mr. Shibley: And you wewe told that all four developers' 
proposals met those apeci ftcatione.”. 


Mr. Danis: Baka was told that. 





Mr. Shibley: And you were also told that all four developers 





were responsible entities, experienced in leg the building field? 


Mr. Danis: Yes I was. 
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Yes, and inkterms of the Schedules prepared by Mr. CAndy, 
WH wasn't anything extraordinary respecting one developer 
from the other in terms of qualiftations, unless there 
was a consideration referable to Ellis-Don that they didn't 
have experience as managers of buildings. Isn't that so? 

Mr.DAnis: Yes. 

Mr. Shibley: NOw, here were three developers, 
all of whom said they could build a building of the quality 
Hydro was seeking, for a materially lower price. Did jaa (7 
not excite some concern on your part that Hydro would be 
entering upon a contract at the highest price quoted? 

Mr. Danis: Well, it didn't concern me in that 
respect because there was some Coubt, aytsataia when it was 
explained to the commission, as to whether# the building 
which in fact 

we wanted could be/built for less than $34 a sq&are foot. 
Mr. Shibley: Mr. DAnis, there were fame 


alae el 


Mr. Genest: Mr. Shibley! ose 





Mr. Shibley: Yes? 


SORIA RE EE 


Mr. Genest: I hope you're not overlooking a paragraph 





on page 4 of the memorandum of June 23, where that subject 


is git dealt with® 


MK. Chairman: Gnat is the exhibit number of that, 





do you know? 
Mr, Gelest: It’s exhibit Wo. 7k. 


Mr. Shibley: 74. 





Mr. Genest: 74. 


Mr. Shibley: What is it that you 


: no 





Mr, Genest: It's me on page 4 : 
h{emorandum f €ommission where the propatiqn is made. 

Mr. Shibley: Yes. 

Mr. Genest: And right after the PPOrarton comes 

—————— 


the statements; "As our original design was estimated to cost 
$29 per square foot as of December 31, 1969, and the composite 


construction cost index has increased by approximately 25 per & 
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“cent since that date, we feel that a cost of $34 per square 
foot is a minimum in order to provide the quality and 
character of building requiregd." 
Mr .Shibley:. Well, Mr. tscd 
Mr. Genest: That Rt net Memorandum mai to Se, 


€ommissiong, 





Mr. Shibisy: Mr. Danis, was it not also brought 
to the commission's attention that meaningful advantages 
inured to developers by reason of @ tax considerations as 
a result of this type of iseanaaction! That was bageeht 
to yourgattention, wasn't it? 

Mr. Danis: It may have, but I don't recall 
explicity if it was. 

Mr. Shibley: Then what might be a fair cost 
to a builder with a caaetd from wagek building the building 
alone would be one circumstance as compared to a lease-purchas 
type transaction, would it not? 

Mr. Danis: It may be. 

Mr. Shibley: Yes, so that whatever might have 
been the cost estimate of building a building of your own 
and financed by Hydro borrowings, really isn't a proper premis 
upon which to make a comparison to a lease-purchase transactio 
is it? 

Mr. Danis: I don't really know. 


SEE RE SD 


MR. Shibley: That wasn't raised when deliberating 





upon the content of page 4 to which Mr. Genest has made 
reference i 


Mr. DAnis: I don't recall it was. 





Mr. Bullbrook: That's very valid questioning, 
Shible 
Mr’, very valid questioning that you are putting to 


the witness me right now, in view of the comments made by 
Mr. G@nest. 
Mr. Shibley: Well, Mr.Bullbrook, I agree it is 


validg because I put the questions. 
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te Mr. Buigtbrook: Well, no, let me explain this, 


asa sie “iat committee, to Mr. Genest. 
Mr .Shibley: Yes. 
eae and 
Mr. Budlbrook: YOu don't compare apples ‘wr oranges, 
Mr .Genest, and Hepp isabel want us to do. 
Mr. Shibley: Yes, ® that's why I felt it necessary, 
Mr. GEnest: NO, I am not suggesting that, Mr. 
Bullbrook. What I am suggesting is that the commissioners 
ee ee ok os with this as the considered opinion of people 
they believed to be experts. 
Mr. Bullbrook: All right, and then ,..4 
Mr. Genest: You may criticize patos! 
Mr. Shibley: Well, Mr.D&nis ,.4 
Mr. ® Genest: You may criticize the experts, , 
Mr. Shibley: Mr. Danis, sekaizeee wouldn't the commission py. 


Mr. Genest:* 1 don't think it's gaz 








PF to engage 


ee 





Mr. D@nis in that kind of debate. 


MR. Shibley: Mr. DAnis, wouldn't it be reasonable 





to conclude that the very best test of what was the market 
price for this kind of a deal, was what three other 
responsible developers were proposing as compargid to Canada 
Square? 


Mr. DAnis: Well, I don't really say that it would 





be the best test, because I do feel that I'd have to go 

along with our experts eee ae employed by uss analyse 

it and 1fok at it and present fe us with ee eres and 
when I say with something, with their findingsthat tgp 

$34 a square foot would be a reasonable price and a good price 
to build the type of building which we wanted. And I saw 
nothing wrong with prorating fm 211 of them to that amount, 
And again, as is evidenced here, the former building in 1969 
was $29 a square foot and it was a fair agsumption that in 1973 


OP 107% a5 as 


i) 
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would be reasonable. 

Mr . Shibley: Well, Mr. Danis, that was an 
estimate. What I'm putting to you is it's much better than an 
estimate to get hard bids, is it not? 

Mr. Danis: I guess I'd have to say yes. 

vt tached Yes. And here you had three other 
developers making hard bids to build this building on a lease- 
purchase basis for materially less money. 

Mr. Danis: But I MES ne evidence @mat Sum. 
Qiageewer that time to show-—~ and [I don't suppose any of us had 
any evidence-that they were going to all putiders (deliver to us 
the same building for that amount of money either. 

Mr. Shibley: Well, Mr. Candy had laid down the 
same specifications for each. Why should you expect that they 
come in with anything different? 

MP Danis: I don't really know. 

Mr. Shibley : And you didn't enquire? 

Mr. Danis: I probably didn't. 





—nreneme 
Mr « Shibley: And neither did any of the other 
commissioners? 
Mr . Danis: I don't know, I don't recall whether 
they --- 


Mr, Shibley: You were at the meetings. 





Mr, Danis: I don't know whether they did or not. 
I don't recall. 


Mr. Shibley: I see. Now then, at the same 





meetings was there any consideration of the fact of the fluctuations 


in foreign exchange upon the proposal made by Canada Square? 


Mr, Danis: I don't recall anything g@itswexdiscussed 


aaa 


in that field at all. 
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. Mr. Shibley: Was there any discussion at these 

" meetings referable to the abandonment of the original plans? 

| Mr. Danis: I doen't get the question, Mr. Shibley, 
{ I'm sorry, as to what it meant. 


at 
Mr. Shibley: I gather that jmeetings of June 29, 





~ Suly 12 and July 19, over the series of those three meetings, the 
| ‘decision was taken on the basis of a June 23 memorandum to go 
ahead with a lease-purchase transaction with Canada Square. Is 

_ that correct? | 

| tims Danie? Yes. 

Mr. Shibley: Was it ever the matter of specific 
" consideration by the #Commission that the plans for the original 
' pbuilding be scrapped? 

Mr. Danis: Really, I knew very little about the 
plans of the original building. 

| Mr Shibley: You'd never seen them, had you? 
Mr. Danis: No. 

Mr. Shibley: Pardon? 


Mr. Danis: No, I never had. 





Mriy Shibiey: You'd never considered them, had you? 
Mr. Danis: T Haven't seen them yet. 

MY . Shibley: And notwithstanding that --, and your 
evidence, I must iy, Mr. Danis, is consistent with that of the 
previous commissioner's, Hotwithstanding that the commissioners 

had not even seen these plans, they were scrapped in the face of 

an expenditure of $1.5 million, Is that right? 


Mr, Danis: That's right. 





Mr. Shibley: On the recommendation that they be 





abandoned in favour of a lease-purchase transaction for an altogether 
new building? 

Mr, Danis: That's right. 

Mr. Shibley: Were you told Se that, initially, 





an effort was made by Mr. Candy to have Mr. Moog quote on a lease- 
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purchase transaction for the original building? Were you told 
about that? 

Mr. Danis: I don't believe so. I recall us 
being told, rather, that as far as the old building was concerned 
that when it did, in fact, come up about the old building, that 
the reason why it was scrapped was, of course, that it was just 
that the design and so forth was antiquated in comparison to what 
we could get. 

Mr. Shibley: You're not answering my question. 
I realize you were told that. I am asking you whether you were 


told by Mr. Candy or anyone else that in the summer of 1971.,,. more 





precisely in August of 1971..,Mr. Moog was asked to submit a 
proposal for a%wa lease-purchase transaction related to the original 
plans for the building? Were you told about that? 

Mr. Danis: I don't recall being told that. 

Mr. Shibley: And were you told that he refused 
to make a proposal on that basis, and said that if he was to make 
a submission it would have to be on a building newly designed? 
Were you told about that? 

Mr. Danis: I don't recall hearing that. 

Mr, Shibley: You don't reca2zl? 

Mr. Danis: No. 

Mr. Shibley: So, it was not raised at a Commission 
meeting? 

Mr. Danis: Not to my knowledge. 

Mr. Shibley: In terms of your consideration for 
the scrapping of the plans of the original building, it was predicated 
only on the representation that it was obsolete in design and didn't 


have the characteristics that Hydro felt were necessary, is that right 


Mr, Danis: That's true. 
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hedemedesene | 
Mr. Shibley: The first time you knew that 
the thought of a newly designed building was conceived 
as at August 25, 1971, when Mr. Moog waste Mr. Candy: 
A won't build a lease~purchase on the old plans, Sew 
kaS when you heard it in evidence at this hearing. 
Mr. Danis: Yes. 
Mr .Shibley: All right. Mr. Danis, at any 
commission meeting was there any consideration as to 
the effect of this lease-purchase transattion upon employees 
of Hydro in the maintenance field? 
Mr. DAnis: It was discussed. 
Mr. Shibley: When was that? 
Mr. DAnis: I don't know the exact date, but 
I know it was discussed. 
Mr. Shibley: Relative to the approval for 
execution of the contract, was it before or after ? 
‘daensmeniminclsirteke Ze. 
Mr. Genest: Mr. Shibley I have trouble understanding 
that question, was it the lst of November ‘més or the 19th 
of July? 


Ist 
Mr. Shibley: Yes, well, let's take the Ggmeay of 


November. Was it after Novemb er or before November? 
Mr. Danis: AFter November 1971 you meanf 
eee” ] 

Mr. Shibley: No, 1972. 
Mr. Danis: I'm guessing that it would be 
after November. 


Mr. Shibley: So that it did not form any part 


Sa ES 
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of your deliberations directed to whether to make a lease- 
purchase transaction? 
Mr. DAnis: I don't think so,.no. 
Mr. Shibley: No. It only was a consideration 
in terms of the consequences of making that decision. Is 
that right? 
Mr. DAnis: Yes, we were concerned with people. 
Mr. Shbley: My point, Mr. Danis, is that it was 
not part of the consideration as to whether to enter into 
the agreement, but rather a consideration following upon your 
making that decision. Do you understand the question? 
Step one, is that you are considering making the lease- 
purchase, You never discussed the employees. 
Mr. Danis: No ,not at that time. 
Mr. Shibley: Having decided to enter into 
a lease-purchase you then realized that this was going 
to Arrect employees, and considered them at that point | 
in time. 
Mr. Danis: Yes. | 
Mr. Shibley: Now, you've heard Mr. Seguin | 
give his evidence just immediately ahead of you? 
Mr. Danis: Yes, aie | did». 
Mr. Shibley: YOu've heard him reference a 


meeting in the office of the chairman in early September, 1972. 





Mr. DAnis: Yes. 

Mr. Shibley: Did you attend that meeting? 
Mr. Danis: Yes I did. 

Mr. Shibley: What is your recollection f# of 


what was said at that meeting? 
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Mr. Danis: Mr. Seguin had reported to use» 
as a matter of wale in believe that he had asked the chairman 
if he would meet with the commission gf in his office, prior 
to our regular meeting, which we attended and he was concerned, 
or at least telling us, about a letter that he had received 
from someone at that time. I believe that was the one that 
was mentioned here this evening. 

Mr. Shibley: Did he tell you, for example that the 
someone who had written thelletter was one of the developers 
who had made a submission? 

Mr. Danis: Yes ,he said it was from one of the 
developers. 

Mr. Shibley: Yes, And did he tell you that that 
letter indicated that this developer did not consider there 
had been a fair competition for the job? 

Mr. Danis: He had made mention of it. 

Mr. Shibley: And what was said to him? 

Mr. Danis: Wel]. jgemi~ he was told that they 
all had equal opportunity. 

Mr. Shibley: Do you confirm his recollection 
that he was told that all of the four developers who 
tendered a proposal were given equal opportunity wihd 
the same information, the same plans, the same timing, 
ete? 


Mr. Danis: Yes, I do. 





Mr. Shibley: And you were told the same? 





e 
Mr. DAnis: I was there when ae told. 





Mr. Shibley: Yes. Did you have any different 


information at that thme € 
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Mr. Danis: No, I did not. 

Mr. Shibley: Who gave that information to that 
meeting? 

Mr, Danis: I believe it was the chairman. 

Mr. Shibley: Mr. GAthercole. 

Mr. Danis: Yes. 

Mr.Shibley: Was there any member of the staff 
of the commission present at that meeting? 

Mr. Danis: I don't think so. 

Mr. Shibley: mL ano any minute kept of 
that meeting? 

Mr. Danis: No. 

Mr. Shibley: It was an informal meeting ,? 

Mr. Dansi: Yes, it was. 

Mr. Shibley: Was it called specifically to 
consider this letter of complaint from Mr. Smith? 

Mr. DAnis: I would say yes it was. 

Mr. Shibley:Yes, And were the items of complaint 


gone over in g fair detail? 





H 567 to follow 





y 


; 
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Mr. Danis: No. 





Mr. Shibley: Did it create any concern on the 





part of the commissioners attending? 

Mr. Danis: Well as one commissioner that attended, 
I was quite satisfied with the answer that was given by 
the chairman .né When Mr. Sg Seguin was concerned as to 
whether \ag?412 had received an equal opportunity and the 
answer was in the affirmative I was quite satisfied with the 
answer. 

Mr. Shibley: Mr. Danis, are you telling us then 
that, as with Mr. Seguin, you did not know that Canada Square 
had been given the whole of the drawings for the original 
building as early as August 1971 until this hearing? 

Mr. Danis: No I didn't know that. 

Mr. Shibley: You didn't know that? 





Mr. Danis: No. 

Mr , Shibley: And you did not know that Mr. Candy 
had been collaborgating ux to the #x extent that he testified , 
with the Moog organization throughout the summer of 1971? 

Mr, Danis: No, I did not know that. 

Mr. Shibley : You took the report that was tabled 





with you at face value as one indicating that there had been 
a true and honest competition effected as among the four 
developers who made submissions? Is that correct? 

Mr, Danis: Yes, sir. 


Mr. Shibley: And did it come as a surprise to you 





that the specifications given to three of those developers 
had only been given to them within weeks of requiring their 
submissions to be takkiad tabled? 

Mr, Danis: If it 1s so that it was only given within 
weeks, yes I am fs raped but I don't know that that was the 


in fact the case. 
5) ’ 
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Mr. Shibley: If Mr. Smith confirms ,under oath, 
ee 
what is in his letter, namely that he was given two weeks ... 


Mr. Danis: Yes. 


Se 


Mr. Shibley: «..within which to make his submission, 


ithe eatwas tn 
that comes as a surprise to you? 


Mr. Danis: Yes, indeed. 


an 


Mr. Shibley: Was it a surprise to you in 
VD Ran aires 20< 
September of 1972? 







Surprise 
Mr. Danis: Was it a seugmeieese to me that he was 





making the statement in the letter that you are referring to ..4 


Mr. Shibley: Yes. 





Mr. Danis: 4g. that Mr. Seguin received? 


at 


Mr. Shibley: Yes. 





Mr. Danis: Yes, it was. 


er 


Mr. Shibley: What did you do about following 


tl 





throughfon that? 


Mr. Danis: Well I attended the same meeting that 





Mr. Seguin was at along with the commissioners and the chairman 
and we were told that they had all received equal opportunity 
and we were sakiafeikad satisfied with that answer. 


kin a4) 
Mr. Shibley; You ia. that the contract had yet 





to be executed - féatract with Candda Square gia you not? 
Mr. Danis: Yes. 





Mr, Shibley: It wasn't executed until November lst, 
Oo a oe ea 

some two months later? 
Mr, Danis: Yes. 


Mr. Shibley: There was more than enough opportunity 





to examine into this complaint before finalizing the 
arrangements with Canada Square. Is that right? 
Mr. Danis: Yes, 


Mr. Shibley: And you did nothigg more than hear 





the chairman out and accept the statement that they all had 
an opportunity which was equal. 


Mr. Danis: That is right. 
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Mr. Shibley: Did you follow through in conversation 





with staff of Hydro as mentioned by Mr. Seguin? 
Mr. Danis: No, I didm not. 


ee 


Mr. Shibley: You didn't talk to any of them? 





Mr. Danis: No. 





Mr. Shibley: So you relied wholly on the statement 


mal 


of the chairman in this respect? 
Mr. Danis: Yes, I did. 





Mr. Shibley: Would you have been content to 
consider the Goapetvi tien equal if you had known that Mr. Smith 
only had two weeks within which to work up his proposal? 

Mr. Danis: I may not have been. I can't say now ; 
in retrospect I suppose I would not be content. But whether 
I would have been at that particular time with a circumstances 
as they would have been presented to me, might be a different 
thing. I may have been content at that time. 

Mr. Shibley: Was there ever any mention made to 
you that when the developers were first asked to submit 
proposals - I'm thinking of the three developers other than 
‘Canada Square - that they were made to consider their proposals 


would be treated as preliminary only? 


Mr. Danis: No, I wasn't of that opinion that they were. 





Mr. Shibley: You knew that this was the one and only 





submission made by them? 


Mr, Danis: Yes. 





Mr. Shibley: Did you see the proposals themselves? 
Mr. Danis: No, I didn't. 





Mr. Shibley: Did you make any sHqmikmkagxak inquiry 





as to what follow through had taken place with the various 
developers after the initial submission? 


Mr. Daniss No. 











Mr. Shibley: Did you take any advice outside of the 





commission up until the point when Jim McCallum was retained? 


Mr, Danis: No, I did not. 





Mr. Shibley: Yet you knew that there was no one within 





‘i 


the staff of Hydro that had any expertise in the field of leaee- 


Taye, He 
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the-t—fieti=ef lease-purchase transactions. Did you know that? 
wxMr, Danis: I guess I did, yes. 

Mr. Shibley: You knew that. And you, as a commissioner, 
did not think it necessary to seek outside advice from financial, 
legal, accounting people in respect of a transaction completely 
novel to Hydro? 

Mr. Danis: Not until such time as we decided upon 
requiring the services of Mr. McCallum. 

Mr. Shibley: Mr. Danis, you heard Mr. Candy, I believe, 
and Mr. Sissons agree with me that by the time Mr. McCallum was 
retained, the Rasag decision to do a lease-purchase transaction 
had already been taken. Isn't that so? 

Mr, Danis: Yes, it is. 

Mr, Shibley: And the only purpose of his retainer was 
to work out the refinements of the terms of the lease~purchase 
agreement. Isn't that so? 

Mr. Danis: Yes, that is right. 

Mr. Shibley: He wasn't asked his advice as to whether 
it was preferable to do a lease-purchasexmmp or to fund your 
own building, was he? 

Mr. Danis: No, not for that reason. 

Mr. Shibley: And neither did you take advice of any 
financial people with expertise in that regard. Did you? 

Mr, Danis: We took the advice of our own people, our 
own staff. 

Mr. Shibley: And they were without experience? 
Mr, Danis: I find now that they probably were without a 


experience. 






Their only 
TMaLinieneeer experience was from an 


Mr, Shibley: 
evaluation of the OISE transaction? 
Mr, Danis: That is so. 
Mr, Shibley: Mr. Danis, there was evidence ines Mr. 


Brooks that somebody placed a call to him inquiring as to the 


et 
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teed to! Ni a lial 


‘ friendship existing between the Premier and Mr. Moog. Do you 
know anything about such a call? 


Mr; Danis: No, I don't know Mr. Brooks. 


Ariyraee™ 





Mr. Shibley: Do you know Mr. Moog? 

Mr, Danis: I met Mr. Moog for the first time here last 
Wednesday afternoon. Someone introduced me to him. 

Mr. Shibley: All right. Was it ever any part of any 
discussion in which you participated,or that you overheard, or 
any written communication with you, or that you had opportunity 
to examine, that the relationship, or friendship, between Premier 
Davis and Mr. Moog entered upon the considerations of anyone 
within Hydro,including members of the commission, respecting 
this building? 

Mr. Danis: No. 

Mr. Shibley: Never? 

Mr. Danis: Never. 

Mr. Shibley: Nor the circumstance that Mr. Moog, or any 
of his companies might support any political party? 

Mr, Danis: I didn't know Canada Square gor Mr. Moog, 

I @w didn't know the company, or any of them. 

Mr. Shibley: You know that Mr. Gathercole expressed 
some recollection of someone raising the matter of the friendship 
and Col. Kennedy said he mgs had some recollection, he doesn't 
know when or where, have you any recollection of any such exchange 
between anyone? 

Mr, Danis: No, I have none whatsoever. As a matter of 
fact, I can quite emphatically say that I never did ever hear 
anything of that nature at all. 

Mr, Shibley; Do you know anything respecting suggested 


threats to one of the developers? 











Mr, Danis: A which? 
Mr, Shibley: A thmea threat, 
Mr, Danis: No, 


Mr. Shibley: You don't know anything about that? 
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Mr, Shibley: I have no further questions. 


Mr. Chairman: Any member of the committee have questions? 





_Mr. R.G. Hodgson: Yes, I would like to ask the witness 
a question with Bm regard to exhibit i i ss the Advice 
(y 

of Commission 2OGt S.0P PARA on page three. 

Mr. Genest: Do we have that document? 

Mr. Chairman: Yes. 

Mr. Danis: Is that dated July 19? 

Mr. Chairman: July 19, 1972, headed Advice of Commission 
Decision.’ Is that before you, Mr. Danis? 

Mr. Danis: I believe I have it, Mr. Chairman. 

Mr. Chairman: It started out, fo Mr. Candy, Mr. Sissons 
and Mr, Raney.” 

Mr. Danis: Yes, 

Mr. R.G. Hodg-son: How much do you understand about 


pro-rated on an equai basis and would that lead you to consider 
Gach dovyelo ) 





mx been dealt with =.= ~epbess 





gamek equal basis? Would you be confused with that% consideration 
of pro-rating? 
Mr. Danis: My interpretation gs, of having them 


all pro-rated on the same basis would be that they maxidceen 





all being looked at equally. 

Mr, R.G.Hodg@gon: Do you now know what pro-rating and 
how they were pro-rated? means in relation to an equal basis¢ 
versus being treated equally on an equal basis? Is there a 
difference? 
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Mr. Darfis: I don't really know if I understand 





the question, I'm sorry. 

Mr 2.G. Hodgson: Do you understand profatings 
fs was prdrated to acquire the figures? 

Mr. Danis: Yes. 





Mr f G. Hodgson: And prorating on an equal mx 
basis eee nae scien on an equal basis in consideration 
of the proposals | 

7 gee 

Mr. Danis: Well, gn proratin @ are using now | 
and we are speaking tinh sure the figure of $34 per square 
foot. Is that not right? 

Mr.G. Hodgson: Right. 

Mr. Danis: My interpretation of it and my belief 





of it is that they would be all profated at that amount and 


it would therefore be all on an equal basis. 
‘ Those are 
Mr .R G. Hodgson: Thank you. Seana my questions. 


Mr. Chairman: Any other questions? Mr. Renwick. 
cad eee a 





Mr. Renwick: Mr. S@hakem Danis, at the meeting on 


June 29th Geta caecins on July 19th, was any question raised 
/\ 

about the need for government approval of the proposal to 

build a new head office? 


Mr. Danis: No, there wasn't. 





Mr. Renwick: Did you have any aaa aad were 





you operating under any assumption when you approved of aS 
that there was or was not a need for government approval to 
the Baxkm@s@aax proposed expenditures? 


Mr, Danis: I was of the opinion it wasn't necessary 





to have government approvel. 


Mr, Renwick: That it was not necessary. 





Mr, Danis: Not necessary. 


Mr. Renwick: Did you ever discuss this matter with 





.the chairman or thee any other member of the commission? 
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od ; 
Ae Mr. Renwick: You wire aware that had you borrowed 
$35 [or $10 million S@@tdes that you would have had to have 


government approval? 





Mr. Danis: I don't really know that we would have 
ed 

had to/had government approval to make the expenditure. 
Mr. Renwick: You would not be specifically 

aware of those circumstances in whibh government approval 

9 


is required for any action by the commissioners in Hydro. 


Mr. Danis: Well, let me put it this way, Mr. 


en ean ee 


Renwick, tg I am aware of the fact that we make expenditures 

far in excess of that amount without government approval | 
Lar’ 

and I just/expected that that would be in the same category. 


Mr. Renwick: Are you specifically aware that if 





Hydro borrows funds, it requires Cabinet approval? 
Mr. Danis: Yes, I am. 
Mr. Renwick: ANd pyamow, gust to clear up one 
pak point > the tufexmakian informal meeting on September lst hfe 
you referred to prior to some other meeting, were you referring 
to a formal commission meeting which took place on September 
1st? 


Mr. Danis: The informal meeting being the one in 





which we discussed the letter that Mr. Seguin had received? 
Mr. Renwick: Yes. 





Mr, Danis: Yes, I was. 





Mr, Renwick: Later on the same day there was a 





formal commission meeting? 
Mr. Danis: Yes, there was. 


Mr, Renwick: Is that correct? } 





Mr. Danis: Yes, there was. 


ce ORL 


Mr, Chairman: Mr. Shibley, I think Mr. Renwick Adrenal i 


SS aml 


Mr. Shibley: I'm sorry, Mr. Renwick , yw 


Se 


Mr. Renwick: I was just clearing up a point, 





Mr } Chairman, Mr. Shibley that there was a commission meeting 
3 


on September lst, which followed after the informal meeting 





9.00 - 9.05 p.m. 
M.R. 


(Mr. Renwick) 











of the commissioners. Is that your Bndersbanding Mr. 
Shibley? 


Mr. Shibley: It wasn't my understanding. I 





understood the commission met weekly and it would be unusual 


to have another meeting after June 29th on tamer 





September /aZ- 


Mr. Danis: No i don't think that is the question 





that I was asked, Mr. Shibley, I was asked if there was a 
meeting immediately following... 
Mr. Shibley: Yes... 





Mr. Danis: ,.,the meeting that we held in the 
a chairman's office pursuant to that letter. Myxunderxkandiug 
LemMXMEXXSE 

Mr. Shibley: My understanding from Mr. Seguin 
was you had a meeting that morning and then you went to lunch, 
Now did you have a commission meeting? 

Mr, Danis: No. My recollection of Ay, and maybe 
the difference is here but my recollection of it was that 
we had the meeting in Mr. Gathercole's office somewhere around 
x 9.00 o'clock in the morning prior to the holding of our 
regular commission MESe ANG BEACH is usually at 9.30. 

Mr. Shibley: Mr. Genest, was there a commission 
meeting on September lst? 

Mr, Danis: I'm just taking it for granted that 
September lst is the date. I would have to check Gaim, 
if that was the date but I do m know that the meeting that was 
held in the chairman's office to discuss the letter that 
Mr, Seguin had received was on a morning .\ nett Belen to a 
commission meeting. I'd say at 9.00 o'clock in the morning, 
give or take a few minutes Bir commission meeting was held 
immediately following it. 

Mr. Shibley: Welt shen 2x that be the case, why 


wasn't this raised as a regular item of business at the 


commission meeting? 
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Mr. Danis: That's a question for Mr. Seguin, 
Seasons 
Mr. Shibley. He had the letter and he was the one that 


was asking the questions about it se I don't know really 


why it would be «1 
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, nn i 


Lcoemeny 
Mr.REnwick: pity ead Re may, you are the first member of 


the commission who) from my point of view has indicated that this 

informal meeting preceded by a few minutes or an hour at the most, 

a formal meeting of the commission. And perhaps I'd leave that, 
Mr. Danis: Yes, it did. 


Mr. Allan: I understood that. 
Mr. Géneést: That's right. There was a meeting on 





September 1, 
; Mr. Shibley: There was? 
Mr. Genest: Yes. 


are Tay tk 
Mr. Renwick: I'd like to... Mr. Seguin has now gone. / I 


J 


didn't ™ understand that there was a formal commission meeting on 
the same date on which there was the informal meeting. Is that 
your understanding Mr..¢ 

Mr. Genest: Yes, I understand that. 

Mr. Allan: Yes, 

I Mr, Renwick: Well, Mr. Shibley, I guess you and I didn't 
ge the same thing. I just want to complete this, I leave it to 
Mr. ey van. bo follow up, because I don't understand why a 


manner 
matter such as the complaint was dealt with in an informal Se ee eo 





the day on which a commission meeting was in fact held. 

Mr. Shibley: Mr. Danis, I'd like to know, was Mr. Easson 
at the meeting in the chairman's office? 

Mr. Danis: No, he was not. 

Mr. Shibley: He is normally in attendance as secretary to 
take notes and provide memoranda or minutes of whatever is discussed. 


Mr, Danis: This was not a formal meeting that was called, 





Tt was just a meeting that Mr, Seguin had asked the commissioners; tj, 

| Sed 
A 

and he had called up to the chairman and teak et he could meet with 





| even, and he asked us to go along with him to the meeting with the 








chairman, It dee was strictly an informal discussion rather than a 


2 US 
meeting, ‘jammy say. 


9:05 ~- 9:10 pm 
CA 


H-570-2 









Mr. Shibley: What time of day do you normally start your 
meeting? 

Mr. Danis: 9:30 a.m. 

ir. Shibley: And this meeting was at what time? 

Mr. Danis: Roughly nine o'clock. 

Mr. Bkithiey } So that the attendance at an earlier hour 
of people A/a number of you are from out of town are you not? 

Mr. Danis: Yes. 

Mr. Shibley: You are from where? 

Mr. DAnis: Thunder Bay. 

Mr. Shibley: And the other commissioners?! 

Mr. Danis: Mr. Seguin comes from Ottawa. 

Mr. Shibley: Yes. And are there any other people from 
out ¢d Toronto? 

Mr. Danis: Dr. Fleming comes from Dundas, and Maga Col. 
Kennedy fgg came from Owen Sound or Wasaga Beach way. 

Mr. Shibley: So that in terms of arriving at a meeting a 
half hour earlier this would have to be by design, by prearrangeme 

Mr. Danis: No, it wouldn't have to be, Mr. Shibley. I 
generally come into towny because of the connections that I have 
from Thunder Bay to Toronto, I generally come into town the evenin 
before the meeting and I am generally in my office in the Ontario 
H ydro building at roughly 8:30 each monning of the day of the 
eee 

Mr. Shibley: Well you are conscientious. What I want to 
know is this; Was the meeting which was scheduled for 9 a.m. on th 
day pre-arranged? 

Mr. Danis: No, it was not. 

Me. Shibley: I VggpeF-thought you said you had communicate 
We Bias oss 

Mr. Danis: The only thing thatfvas pre... Mr. Seguin and 
myself share an office together. 

Mr. Shibley: Yes. 

Mr. Danis: When I arrived at the LTA CO Ay Seguin told 
me that he would like to have a meeting with the chairman. 


Mr. Shibley: I see. 
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Mr. Danis: And it was just arranged at that time. 
Mr. Shibley: I see. 
Mr. Chairman: ,T recall Mr. Seguin's evidence jindicated 
that there were only commissioners there, Is that correct? 
Mr. Danis: That's my recollection too, that there were 


only commissioners there. I said that Mr. Easson was not there 
when I was asked the question. 

Mr. Allan; Mr. Chairman, it has always been my understanding 
that the usual day of meeting is Wednesday. This was Friday. Was 
there any dignificance in the fact that this meeting was held on 
Friday? 

Mr.Genest: It was scheduled in the general manager's 
book for that Friday. 

Mr. Danis: I don't know what the reason was at that 
particular time, but we had meetings ga, 

Mr. Allan: But aren't the meetings usually held on 
Wednesdays? 

Mr. Danis: Wednesdays and Thursdays more so than any 
other day of the week. 

Mr. Genest: All I can do to help you on that .Mr.Allan is 
that pus 

Mr. Allan: I know that it was held then. I thought it 
was unusual that a meeting was held on Friday. 

Mr. Genest: By Mr. Gordon's diary here it shows a meeting 
shheduled for Wednesday was cancelled and put over to Friday, And 
I don't think he knows why. 

Mr. Shibley: Was the meeting of June 29 a regular scheduled 
meeting? My memory of the minutes indicate a meeting once a week. 
Is that correct? 

Mr. Danis: Yes. 

Mr, Genest: It was a Thursday meeting, I think that is 
the regular day. 


Mr. Shibley: The 29th? 
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Mr. Genest: The 29th. Ihot Wars a Thursday . 


Mr. Shibley: And the next normally scheduled 


meeting would have been a week i 
Mr. ee It would have Wee) ~- the next one, 
Ord On's 
I am teat Ee by Mr. book now, Peaeahidad for Wednesday, 


the 5th. 

Mr. Shibley: The fifth? It would have been the 
normal sequencegge~time. the meeting of September 1 was an 
extraordinary meeting? 

Mr. Genest: WE11, it took— there was a meeting 
scheduled for the veanenaay ap ien't take place. 


Mr. Shibley: What was tneurpose of the Wednesday 





meeting? 
Mr. Genest: Well, I will produce the minutes. Igyo ay 


vesk EC Seek 
items on the agenda , ia you ése minutes. 


Mr. Shibley: I have been through them§ Mey. Cones | 





In any event, that part of whatever meeting took 
place pricytwneer l was an extraordinary mamkinex get-together. 
It was not part of a regular commission meeting? 

Mr. Danis: That is right. It was not part of 
the regular meetings. 


MEXXRKKITAYX 
Mr. Shibiey: And other than what Mr. Seguin senind Ol) 


Who ConA re 
to follow-up with members of the cart ee edablaa ss nim 


what Mr. Gathercole told the commissioners, you don't know 





of any other follow-up that was se ar respecting the 
items of complaint raised by Mr. Smith? 

Mr, Danis: No,it died there as far as I was 
concerned. That was the last “T nave @ever been in any 
discussiong of that letter, 

Mr. Renwick: Do I take it Mr, Danis that tee, 
all of the commissioners who attended the formalmeeting 
subsequently were in attehagen at the informal meeting? 

Mr, Danis: If my memory servés me correctly, 


Mr. Renwick, they were all there. I don't recall anyone 


that wasn't there. 
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Mr. Renwick: You don’t recall any specific 
reason why the meeting was held on the Friday instead 
of on the Wednesday? 


iene Mr. Danis: The only reason tiat there might be 
UCT, _ SS 


is/it cou as Mr. Gordon states, it was hibits first for 


Wednesday and then changed to Friday sei Gai could be 


possibly that the chairman was called out “or [Bot rexi 


ee es A 
to be called out @@ ese sat on some other assignment 






or business pertaining to Hydro or what-have~-you and would 
ask that it be held over. 

Mr. Renwick: Well now, may I ask you to try to 
recall for the committee whether at that informal meeting 
anyone was in attendance other than members of the com- 
mission? 

Mr. Danis: No,there werenot. 

: Was 

Mr . Renwick: Nobody cise Prevent? 

Mr. L Danis: I don't recall anyone other than 
just members of the commission. 


Mr. Renwick: And you knew nothing about the 





complaint prior to attending that meeting or at least 
that morning ge 

Mr. Danis: Nothing. Nothing whatsoever. 

Mr, Renwick: And you heard nothing further 
about it subsequent to that meeting? 

Mr. DAnis: Just other than it was mentioned, 


thot \4 SSS UK 
and as came out in the evidence” age Me S ghee mentioned 









it to our staff people and that was it. 

Mr. Renwick: Thank eo Pe: Chairman. 

Mr. Chairman: Mr. Bullbrook. 

WMAE Wi Lorsews I just have two lines of questioning, 
First of all, you have heard the evidence of Mr. Seguin, 
Mr, Danis? 

Mr. Danis: Yes, sir. 

Mr. Bullbrook: That he wasn't given a g copy of 


the lease prior to its execution. Were you given a copy of 


the agreement? 
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Mr. Danis: Not as was shown here in the big 
black book form but we were given a copy of itbbr the 
lease[-hnd it was gone over at a commission meeting. 

Mr. Bullbrook: Would this be at a meeting that 
Mr. Seguin didn't attend? 

Mr. Danis: I don't believe he did attend that 
meeting. 

Mr. Bullbrook: And who went over that with you? 

Mr. Danis: I recall it being gone over with Mr. 
McCallum, yes. 

Mr. Bullbrook: And would we presume that he 
would attempt to explain to you the significance of the 
lease-purchase arrangements? 

Mr. Danis: Well, he did explain many || itp Pe 
went pages = pageg .as a matter of fact, the first time 
we had gone over it with him, He had taken many notes, and 
there were many things that he had to scratch out and 
take notes of that we weren't satisfied with. I couldn't 
sad name what they were at this particular time but the 
commission was concerned about many things tha Sig? 


renegotiate VU 
to go back ait Sey ORR 






Oy 4 ° 


me 
Mr. Bullbrook: Well, could you nerpywith respect 





to when this meeting with Mr. McCallum might have taken 


place? 
Mr. Genest: I believe it was October 26, 


Mr. Bullbrook: Pardon me? 

Mr .Genest: October 26th. 

Mr. Bullbrook: October 26th. 

Mr. Genest: Ag@ I believe Mr. McCallum's 
evidence will be that he was instructed to go back on 
a number of points and try BY improve the position 
as it was then. Mr. McCallum will give evidence I Roa 
to that effect. 

Mr. Bullbrook: Did Mr. MeCallum report back to 


you prior to the execution of the agreement do you recali? 
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Mr. Danis: I believe he did but I couldn't tell 
you wa what date it was, Mr. Bullbrook. 
Mr. Genest: Can I assist here again? 
Mr. Bullbrook: Sure. 
Mr. Genest: There was another meeting on November 
lst at which Mr. McCallum reported on the outcome. WM There 
were some matters on which he gained -seagatance and other 


matters on which Canada Square wouldn't move. 
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Mr, Bullbrook: Can I presume, Mr. Danis, that you 
at least, and perhaps your fellow commissioners,were aware, therefore, 
of the significance of the lease-purchase arhanbenenne hia its 
benefits as far as Ontario Hydro was concerned? Ana its obligations 
and responsibilities as far as Ontario Hydro was coneerned? 

Mr. Danig: Yes, and we were quite satisfied with & it 
in the final analysis. 

Mr, Bullbrook: I want to refer to paragraph 4, or page 
4 of Exhibit No. 74 that Mr, Genest brought to our attention. 

Mr. Danis: May I have a copy or do I have one. 

Mr. Bullbrook: I think you have a copy, it starts page 4, 

As 

Mr. Genest: It's a (Laie ae to the Commission, 

Mr, Bullbrook: It's entitled; "Memorandum to Commissinn", 
right, from Mr. Candy. It's the famous exhibit of June 23, 1972. 

Mr, Danis: I have it, yes. 

Mr, Bullbrook: I want to read with you this paragraph 
again so I understand your evidence fully. And it's the second 
last paragraph on page 4» 

Pa “As our original design was estimated to cost $29.00 per 
square foot as of December 31, 1969, and the composite construction 
cost index has increased by approximately 25% since that date, we 
feel that a cost of $34.00 per Square foot is a minimum in order to 
provide the quality and character of the building required." 

Now, do I understand your @gemisuee evidence to be that you 
felt that $34.00 a square foot was a reasonable cost based on that 
particular paragraph, and that you related the $29.00 per square foot 
in 1969 to the elevation of building costs over that perbod of time? 
Go that $34.00 per square foot, in your mind, was a reasonable cost 
for that quality of a building at the time of the submission of this 


memorandum to you? 


9.15 to 9,20 
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Mr. Danis: Yes. 
Mr, Bullbrook: Was it explained at ally iet me put it 
j 
this way to you; did you recognize imag that the $29.00 per square 
‘foot cost would be based on a tender to plans as drafted by Ontario 
Hydro? 

Mr. Danis: Yes - 

Mr, Bullbrook: I don't want to be unfair with you, 6r 
did you understand it to be that this $29.00 per square foot was 
based on a lease-purchase arrangement? Which did you understand? 

Mr. Danis: No, the $29.00 per square foot was not on a 
lease-purchse arraggement. 

Mr, Bullbrook: It wasn't on a lease-purchase arrangement? 

Mr, Danis: It was not, 

Mr, Bullbrook: So that may we presume that your understanding 
of the cost to a contractor to build that building as of December 31, 
1969, was $29.00 per square foot? 

Mr. Danis: If they were building it for us and wem were 
financing it ourselves. 

Mr, Bullbrook: cmap get 1 comparable quality? 

Mr, Danis: Yes, that was my understanding, that wae the 
cost, was $29.00 per square foot if a contractor were to build that 
building for us in 1969 with Ontario Hydro financing it. 

Mr. Bullibrook: Weill now, the $34.00 per square foot cost 
that Mr. Candy refers to in this memorandum, what is your understanding 
of that to be? Is that on a contract basis or a lease-purchase basis? 


| Mr, Danis: Lease~purchase, 


Sa eeaneeiemeeenesamemmeiae 


Mr, Bullbrook: On a lease-purchase basis? 


Se a a EE IR ETE TIE AE 


Mr, Danis: Yes. 


SLT 


Mr, Bullbrookkb Well) do you understand that there are many 
pe REECE SO 


benefits to accrue to a developer on a lease-purchaseg arrangement 








that don't accrue to a contractor on a tender basis? 
| Mr, Danis: I must say I am learning that more and more each 


day. 
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Mr. Bullbrook: I have no more questions, 


a 


Mr, Allan: Mr, Chairman, I would like to ask someone 


= 


sometime if it was a matter of good judgment to have compared the 
cost of the original building per square foot with the second 
building. I don't think I should ask Mr, Danis that, 
caliente ren bers. 
Mr, Allan: AgjT\ tt those two buildings, those two models, 


P= ee ee ee 2 eee 


I think we are compating apples and oranges. 

Mr. Shibley: We are also comparing completely different 
concepts, MR, Allan, and fy _ F 
Mr, Bullbrook: as is essential that we understand this. 


Mr, Shibe ly: That's right. : 


ee, 


Mr, Bullbrook: And this is why ‘teuger I did take issue 
with Mr, Genest. 

Mr, Allan: “Po. od Srrene, ther! 

Mr, Genest: You misunderstood the ‘mm ground on which I 
was taking issue with you, Mr. Bulibrook. 

Mr, Bullbrook: Well, I'm sorry if I did m@ but py 

Mr, Genest: I think you can have your fight with the experts 


ee Lot A ade 
“Fhey are | paaaiaiahby people to fight with, 


Mr, Bullbrook: Well,I am not fighting! I was fighting 
with the fact, and I regard you as an expert, Mr. Genest 4=,no ,I do, 
really, You're a counsel to this Commission, to the Hydro, I am 
just a member, and I fully understand the @ difference between the 


cost to a developer per square foot in building a building and the 


cost to a contractor tendering | @amdmmy ‘tTey are “ammmm-entirely /...2. 55 
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Mr. Shibley: Well I think, Just to bring this part of 
it to an end for a moment, that there are really two differences 
that Have been pointed up by the evidence. 

One is that in the first instance they were merely 
speculating as to what the cost would be. It was a mere estimate 


as compared with the hard dollars submissions made, senna-= 


Mr. Allan: And many fewer square feet. 





Mr. Shibley: Yes. The second thing that has evolved 
is that the $29 per square foot was based upon a building built 
by a builder for the profit in Mage building the building only, 
whereas we are here dealing with a lease-purchase transaction. 

It has been alleged that there is to be nf profit from 
the construction of the building and the only profit to the 
developer emanates from the lease@ portion of the transaction. 

So you get, on that basis, an altogether different premise to 
consider. I really think the committee must recognize that 
there are these very fundamental differences and that adopting 

the projection for the cost of the first building must be measured 
against the Maggs background of that testimony, gaa I think Mr. 
Allan has now raised another very significant circumstance, namely 
thate the buildings are completely different types of structures 
and I think, Mr. dmg Allan, you will hear comment in that 
respect from some of the other developers as well, in terms of 

cost of construction. 


Mr.Chairman: Any other questions of Mr. Dépnis? 1% nov, 





Mr. D@pnis, thank you for being here this evening. 


Mr, Shibley: Mr. Fleming please. 





Mr. Chairman: Mr. Fleming, you r full name? 





Br. Fleming: John Douglas Fleming. 
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DR. JOHN DOUGLAS FLEMING, sworn. 
Mr. Shibley: Dr. Fleming, how long have youg been a 
commissioner? 

Dr. Fleming: Since October ist, 1969. 

Mr. Shibley: You are an old hand by comparison. I 
gather then that you were invoived in the latter phases 
referable to the first pianned building and involved in the 
decision to shelve, on a temporary basis, those plans? 


? 
Dr. Fleming: Yes, sir. 





Mr. Shibley: Do I take it that the dfcision in the 
latter part of December to defer Ses «splans for construction 
of the original building was no more than a decision to defer 
rather than to scrap those plans? 


Dr. Fleming: That is right. 





Mr. Shibley: The intention continued at that time 
= 
and for some period thereafter to construct this building when 
economic circumstances permitted. Is that correct? 


Dr. Fleming: I think so. 





Mr. Shibley: Were you aware that during the spring 


SS ec 
of 1971 efforts were made to ascertain whether that first planned 


building could be built by a developer on a lease-purcHase basis? 
Dr. Fleming: I don't think I was, no. 


SAIS 


Mr. Shibjley: When was the first occasion upon which 





you became aware that such a transaction was being considered? 

Dr, Fleming: Certainly the first official notification 
was in the memorandum of June 23rd. I think it is very fair to 
say that in casual conversations at lunch time and this sort of 
baat td Pg in fact over a period of some months when requisitions 


to lease new office space would be presgented to the commission, 


that a comment would be made: "{sn't it about time we got on with 


24 
- 
i eae 


our new building? ?” I certainly was aware that discussions 
were taking place. I didn't really delve into the depth of 
those discussions but I did know that talks were gee going on. 


i a 
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Mr. Shibley: The first formal occasion was June 
29th, 1972? 

Dr. Fleming: That is right. 

Mr. Shibley: During the month of November, 1971, - 
and I am thinking particularly duri”ng the latter park of that 
month or early December, dia anything come to your attention 
respecting a move forward on the part of staff toward making 
a lease-purchse arrangement with Canada Square? 


Dr. Fleming: Not that I ean really recall at this 


Se 


point, Mr. Shibley. 
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Mr. Shibley: Well might there have been? 

Dr. Fleming: There might have been. 

Mr. Shibley: And from what source might that have 
come? 

Dr. Fleming: I have heard so much and read so much 
and talked so much in the last month that I am really beginning 
to wonder what I really know for sure myself. 

Mr. Shibley: You, of course, appreciate why I am 
telescoping your particular thinking during the period the 


end of November. 


Dr, Fleming: Yes, 
Mr. Shibley: You have read the transcript or have 


been in attendance’ You have read the documents that have 
been exhibited?’ 

Dr. Fleming: Most of them, 

Mr. Shibley: And you know that on November 22, 
the general managers met and concluded that they should do a 
lease-purchase transaction with one developer: 


Dr. Fleming: So I have found out. 





Mr. Shibley: When did you find that out? 





Dr. Fleming: I think during the course of this 
hearing that I really saw the official correspondence on it. 


Mr, Shibley: I see, and you know that on November 





25, 1971, Mr. Sissons wrote his now famous logistical notes 
to the same effect. When did you find that out? 


4§ Dr. Fleming: I suspect at the same time, 





Mr. Shibley: When did you find out that the chairman 
cE Tie eek scat AE 
had issued a memorandum on March 9, 1972, to prepare a submission 
for consideration by the Premier and cabinet? 


Dr. Fleming: I really can't recall when I first 





learned of that. 
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Mr. Shibley: Was it not until the meeting of June 
29? ek 
_D_r. Fleming:.—I-would-think.not.. I think that's 


ance saneal 
ight... yes. 





Mr. Shibiley: So that the chairman did that memorandum 












on his own motion? Is that correct? 

Dr. Fleming; I would think so, yes. 

Mr. Shibley: When did you first become aware that 
there was a memorandum in depth prepared #by Mink and Candy and 
dated April 10? 

Dr. Fleming: I suspect at the time of the June &f 29 
neeting. 

Mr. Shibley: Do you have any knowledge or information 
as to why that very comprehensive report of April 10 didn't 
surface at a commission meeting until June 29? 

Dr. Fleming: No, I don't. 


Mr. Shibley: And only then did it surface through the 


auspices of Mr.Nastich's commenting upon it, is that right? 


Dr. Fleming: I think so. 
Mr. Shibley: You have no explanation for the 


deferral of that submission to the commission? 

Dr. Fleming: No, I have not. 

Mr. Shibley: / Bo'you know what, if anything, was 
branspiring during the period April 10 to June 29, referable to 
the decision making respecting the Head Office? 

Dr. Fleming: I take it that the decision making 


went on at the commission table, Mr. Shibley, and -- 


Mr, Shibley: Well, I am taking it that the 





decisions were taking place.. 





Dr. Fleming: tee t think “vegeeazze -- elsewhere. 
le 2 iaetcindds 8 


Mr, Shibley: Well, I will let the committee reach 





4 ; lead ine 
its own conclusions in that peepesy am but I am eats evidence 


to wherever it may have been made. At the moment, doctor, 





I would like to know whether you know of any circumstance gf 
ee 


were aware of any circumstance as to the deferral of 


s 


eonsideration of the April 10 memorandum until June 23? 
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Dr. Fleming: No, I don't know. 





Mr, Shibley: It has been mentioned that there was 
a strike in Hydro and that's the only reason I have heard to 
this point of the hearing. 


ee 


Dr. Fleming: There was sean a strike or awfully 





close to a strike in tigeabo (at that point, yes. Normal 
operations were a bit mixed up, I think, to say the least. 
Mr. Shibley: Yes, Would that labour problem 
affect such people as Mr. Candy? 
Max Dr. Fleming: Well, only indirectly, I #think. : 
Mr. Shibley: Or Mr. Mink? 
Dr. Fleming: I don't know Mr. Mink at ail but ( 
I certainly know that their supporting staffs would be 
involved. : 
Mr. 
Hoe Shibley: { see, so do you accept the 
explanation that the threatened strike and the labour jegeet 
problems were the reason and the only reason for the deferral 
of that submission to the commission? i 
Dr. Fieming: Tee, 2 would accept that, I think. 
B Mr. Shibley: You know nothing else? 
Dr. Fleming: I know of no other reason, 5 
Mr, Shibley: All right, Now jd you confirm what 
it seems all other commissioners have stated that during the 
meetings of June 29, Sm July 12 and July 19, the only 


g 
of June 25m 
documentg provided to the commissioners was the pices } 
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Dr. Fleming: Yes, I think that's right. I 
think Mr. Nastich, on June 29, did review ith the Commission 
some of the content of the April 10 submission. 

Mr. Shibley: Right . 

Dr. Fleming: I do know that Mr. Nastic raised 
his questions. | 


Mr. Shibley: Yes. 





Dr. Fleming: It's been admitted that, at his 
behest, I think, Mr. Dean analysed his complaints, which were 
the chairman, the general manager and the assistant general 
manager - services, for their perusal. And during the meéting 
of July 19, when the final decision was taken, the Commission 
was made aware —.and by whom I'm net sure — but during the conduct 
of that meeting I think theCdommission was made aware that Mr. 
Dean had, in fact, answered the questions raised by Mr. Nastich 


in a satisfactory manner. 


Mr. Shibley: When Mr. Nastich raised these problems 





at the meeting of June 29, did he raise them in terms similar to 


that of his memorandum? Using terms such as "ingenious" and so on? 


Mr. Genest: Well, could the witness have the 





memorandum, Mr. Shibley? 


Mr . Shibley: I think the witness probabiy knows 
them by memory, but I'li dig it out if you like. 

Mr, Genest: Well, you're assuming that everybody 

Biel shes. 
connected with tie Hydro has been doing nothing but reading your 
transcript, Mr, Shibley. 


Mr. Shibley: Well, the witness has already said, 








: Mr, Genest, that he has read the transcript, or been in attendance, 





and has read the documents, 


Dr. Fleming: I have seen the documents and read 


meus enero 


them. What's in them now, I can't recite them for sure. 
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Mr, Shibley: Well, in the July 29 memorandum, 
Mr. Nastich --- to snc nla 

Mr. Chairman: What is the Exhibit number? 

Mr. Shibley: Exhibit 78. 

Mr. Chairman: 78. 





Mr. Shibley: I'm referencing in particular 


paragraph 3, doctor. "The validity of pro-rating the estimated 
capital costs of the building from the four developers to come 
to an ostensibly standard comparison on annual cost per square 2 
foot. I do not have the details of the method by which this was 
done. I think it essential that the process be defendable to 
attack from disappointed developers." Did he express it in those 
terms to the commissioners at the meeting of June 297 

Mr. Danis: Well, I can't answer that question 
truthfully at this point. But I would say in thoseggeneral terms. 

Mr. Shibley: Did that not excite some anxiety 
on ¥@ke@ your part and on the part of the commissioners? 


Dr Fieming: Yes, I suppose it did excite some -- 





I don't #know whether ‘anxiety would be the word. Certainly it 
caused us to, I think, think a bit about it. And I think these 
are the reasons that the aim June 29 memorandum didn't, in fact, 
get final approval until July 19. 

Mr, Shibley: Dr. Fleming, I put it to you that 





even the memorandum of June 23 required the pro-rating process to 
make Canada Square's bid competitive. 

Dr. Fleming: Well, it required some pro-rating 
to get them on an equal basis. And I go back to Mr. Candy's ; 
recommendation and to his statements with respect to the original 


plan and the $29 per square foot and the process of escalation 


sbi gay | 


\ 
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which he employed which brought it up to a building quality 
of $34 a square foot, and I think I gwas convinced that, in 
fact, this is the quality of building that Hydro was after, 
Gne that at the end of 30 @years would be worth more than 
a dollar to us. 

Mr. Shibley: I realize that but what I am driving 
Riieie Fleming, is Mid this, Bundamental to the selection 
of Canada Square was the employment of the pro-rating process, 
was it not? 

Dr. Fleming: It would appear so, yes. 

Mr. Shibley: That was very basic to that, right? 

WAT /Dr. Fleming: Yes. 

Mr . Med Shib ley: And here stood Mr. Nastich saying 


Wi 


to a terms of his memorandum of June 29th, "The #adidpyy 





validity of pro-rating, the estimated capital cost to come 
to an oastensibly standard comparison had to be examined 
into," 

Dr; Fleming: Yes. 

Mr. Shibley: Now something as basic to the selection, 
as you have now admitted to, and about which g@the senior ; 
financial man was expressing himself in these terms, required 
careful examination by the commissioners, would it not? 

DY. Fleming: I would think so. 


Mr, Shibley: And I want to know to what extent that 





examination was made, 


Dr, Fleming: This was done in 4 very comprehensive 





document by Mr. Dean, 


Mr, Shibley: Did you ever see that document? 





Dr, Fleming: I did not. 


an 





Mr, Shibley: Did you ever have it reviewed with 





the commissioners? 
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Dr. Fleming: Yes, I have already indicated, I think, 
that,the meeting of July 19th, the contents of it, were 
reviewed with us. 
Mr. Shibley: By wom? 
MDr. Fleming: By Mr. Gathercole, Mr. Gordon or 
Mr. Sissons, or perhaps a combination of the three. 
But we were assured at that meeting of July 19th that, in 
fact, the questions posed by Mr. Nastich, on June 29th, 
were satisfactorily answered. 
What 
Mr. Shibley: weriiba) /T think the committee are interested 
in knowing is this, Bid you simply have them say, Haleiehe Mix. 
Nastich's Yauestions have now been resolved by a memorandum 
from Mr. Dean, without going into the memorandum” 7 
Dr. Fleming: No, as I recall it, the memorandum 


wasn't 
hoY/zone into in great detail, but it was high-lighted 


KPMG to us. 


Mr. Shibley: You say this was done at the meeting 


hb Mistlfead 
ha 3 NY 





of July 12th, was it? 

Dr. Fleming: The i9th, I believe. 

Mr. Shibley: Well, what happened on the meeting 
of July 12th? 

Dr. Fleming: I think Mr, - I don't know what happaned 
on the meeting of July l2th actually, whether there was very 
much discussion, certainly no formal discussion I think, or 
very little formal discussion, on the building. 

Mr. Shibley: But there was discussion of the building 
that day? 

Dr, Fleming: Without knowing for sure, I would be 
quite certain that there would have been, 

Mr, Shibley: And there was no discussion of the content 
of the Dean to Nastich memorandum then? 


Dr, Fleming: I don't think so, 





Mr, Shibley: You say that it was @@/ddiscussed ... 





— 
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Drs Fleming: I am sure it was on the 19th. 

Mr. Shibley: On the 19th. Would there be any reason 
to defer outlining its content until the 19th when it was 
brepareat on thy —<— 

Dr. Fleming: I am not sure - I really don't know 
this, but I am not sure that it had been reviewed by the 
three gentlemen whom I have mentioned by July 12th. 

Mr. Shibley: When did they review it? 

Dr. Fleming: I @@@@understand @id# the day before wan 

Mr. Shibley: On the lith? 

Dr. Fleming: No, like the 18th. 

BUAMr . Shibley: On the 18th? 

Dr. Fleming: I s@funderstood that. 

Mr, Shibley: fIs that right? OK. And in any aaa: 
that is the extent of the examination into those questions? 

Is that right? 

Dr, Fleming: Yes. 

Mr, Shibley: Now, Dr. Fleming, with respect to the 
abandonment of the oririnal plans, you have already said 
you were aware that the original intent was #simply to defer, Ona 
not to abandon, 


Dr. Fleming: Yes, 





Mr, Shibley: And yet you have heard the other 





commissioners say that there was no discussion directed to 


twidwedabandonment of the plans as such. Is that 





correct? 


Dr, Fleming: Well, I think it was implicit # when 
the commission opted to negotiate for a lease-purchase/‘tfat 
the old plans were abandoned. Now @4ggégsurely, I think some- 
where along the line the old plans were mentioned but ce 


for a variety of reasons, 


H 577 - 1 follows 


H-§77-1 June 19/73 
9.40 to 9.45 pm 


fvk Ee? 


Dr. Fleming) 





Mr, Shibley: JI understand that Mr. Gordon was very 


ee incurred for those 





concerned about the cost that had been Zea 
plans and had earlier ambitions to salvage part of them. 

Dr. Fleming: I think that's a perfectly understandable 
motive. 

Mr. Shibley: Yes, I agree. I'm curious to know why 
the other commissioners have said that there was no consideration 
of the question of their abandonment, that it just happened 
coincidentally as part of the decision to do a lease-purchase. 


Dr. Fleming: I can't answer for the other commissioners. 
an 


Mr. Shibley: Were you ever made aware of the circumstmaces 


of an inquiry made to Canada Square to do a lease-purchase on the 
original plans? 

Dr. Fieming: I think that I have to say that somewhere 
along the line, and please don't ask m me when, aes I did poe 
that Canada Square had sort of declined to do a lease-purchase 
on the existing plans. 

Mr, Shibley: Did you, or any other commissioner, suggest 
that those plans should be submitted to other developera who 
might be interested? 

Dr, Fleming: I didn’t. 

Mr. Shibley: Were you ever told by anyone, @ including 


Mr, Gathercole, that there were other Butiging builders who 





might be doing a lease—-purchase on that original set of drawings? 

Dr, Fleming: I don't honestly know the answer to that 
one either, I can’t recall any specific mention of other 
builders, I certainly believe that there were other builders 
around who were capable of it. 

Mr, Shibley: I take it that you, as well as the other 
commissioners, have said that the decision to change plans was 
predicated on the functional and other changes that Mr. Candy 
outlined. Is that correct? 


M Dr, Fleming: Right. Changing conditions in the three 





; 
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or fourjinterval. 

Mr. Shibley: And you were never told that the first time 
an altogether different design was considereduas at August 25, 
1971, when Canada Square said they wouldn't do a lease-purchase 

original 
on the sieeetie—-gez plans? 

Dr. Fleming: I don't think so. Zsdgme I have no recoliection 
of that. 

Mr. Shibley: I see. Now, Dr. Kennedy, you heard Mr. 
Seguin — 

M Dr. Fleming: I've been called Dr. Kennedy before. 
It's all right. 

Mr. Shibley: Dr. Fleming, I'm sorry. 

Mr, Genest: Colonel Fleming! 

Mr. Bullbrook: We needed that. 

a ee you 

Mr. Shibley: Dr. Fleming ,/referenced& meeting on Sk 
SEptember i? 

Dr. Fleming: Yes, I did. 

Mr, Shibley: What is your recollection of that? 


Dr. Fleming: I think much the same as Mr. Seguin's 





and Mr. Danis', I was there. Mr. Seguin mentioned 
the fact that he had received a letter. I do not recall that 
he identified either the content in particular terms por the 
THAT, THERE WAS 
source of the letter to us. ight Just , tf you like ,;aMr UMnappy 
developer. 
Mr, Shibley: Dr. Fleming I want to be clear on this. 
I gather that the meeting at nine o'’clock,which preceded the 
regularly scheduled meeting at nine.thirty, was specifically 
convened to consider the communication to Mr, Seguin that he 


referenced? 


M Dr. Fleming: As I recall it, yes, that's true, 





| Whether it took place at nine in the morning, before the regular 


meeting, max or whether it took place at the close of the reguiar 


meeting, I'm not clear, The commission does, on occasion, meet 
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(M Dr. Fleming) 
privately in the chairman's office either before or after a 


4 
some matter of some confidential}y 





meeting if there is sxeqmeiendenee- 
that needs to be discussed, 
Mr. Shibley: But the topic was not something coincidental 


to the ordinary business of the regularly scheduled meeting. 


Is that correct? 
Dr. Fleming: That's right. 
—Mr._Shibley: It was not an aside in the ordinary business 
meeting? 
Dr. Fleming: No. No.it was not. 


) 
Ur._-Shiviey: It was very-specificailty—arrangced tes... 
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Ny Aza Sgt aa 


Mr, Shibley: It was very specifically arranged to deal 


with that one toplo. is that correct? 

Dr. Fleming: That is right,as far as I recall it, yes. 

Mr. Shibley: Now then, having regard for the complaint 
that was outligead in Mr. Smith's letter to Mr. Seguin, and I 
appreciate that you weren't permitted to read the letter nor 
even to know the identity of the author at that time, and havébng 
regard for the time-—.younre now at the lst of Septem ber, still 
before the completion of the tansaction with Canada Squared, 
What if anything did you do to ¢eheck out the compaflint that 
there had not been a fair competition? 

Dr. Fleming: Only the assurance of our people that 
all had been fairly and equally dealt with. 

Mr. Shibley: Now when you say of our people, to whom 
are you referring? 

Dr. Fleming: The management people, the senior management 
people, and I can't again be specific as to time or place but 
throughout the negotiation it was emphasized to us -—- and I had 
no reason to doubt otherwise - that dewlopers had been equally 
dealt with. 

Mr . Shibley: Now, when you say senior staff - social do 
I take it that Mr. Gathercole made gou that assurance? 

Dr. Fleming: Yes, and I think we also got the 

reabitiiens 
assurance, not on any specific point, but during the June 23rd 
of June 29th, or July 19th period, we had assurance from Mr. 
Candy, Mr. Sissons, probably from Mr, Gordon, but certainly 


from Mr. Candy and Mr. Sissons, that in fact to the best of our 
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ability, or their ability, people had been equally dealt with. 

Mr .Shibley: I realize you had that assurance at June 
and July, but this communication of Mr. Seguin's was on the lst 
of SEptember. 

Dr. Fleming: Yes, that is right. 

Mr. Shibley: Did you have similar assurances from 

ee 
these people subsequent to the time that Mr. Seguin alerted you 
to the circumstance that one developera at least was saying he 
hadn't had a fair shot at it? 

Dr. Fleming: I can't honestly say that I went and 
checked again. I still preferred to, X still trasted and I 
still do trust, the integrity of the people in our management 
team, and I chose to take their word, to accept.—-I chose to 
believe that it was as I had been told. 

Mr. Shibley: Now, Dr. Fleming, I want the committee 
to be clear on this. Did you believe that all four developers 
had an equal amount of time to prepare their submissions? 

Dr. Fleming: As far as I knew wittin a matter of a few 
days, and I think somewhere I got the idea that there may have 
been aperiod of four or five days of variation in contact with 
various ones bit in genera i terms, yes. 

Mr. Shibley: Did you also believe.= and I am talking 
throughout the period right up to November, 1972, age when I ask 
you these questions ..did you also believe that each of the four 
developers had received the same assistance respecting plans for 
the original building? 

Dr. Fleming: So far as I knew, yes, 
developers had received the same assistance by way of comments 


and suggestions from Mr, Candy as to what Hydro was looking for? 


Mr. Shibley: Did you also believe that eabh of the four 


{ 


. 


: 
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Dr. Fleming: Yes, so far as I knew. 


Mr. Shibley: And did you also believe that all four 








_ developers had the benefit of the form of documentation for 
| a lease-purchase transaction which Hydro was anticipating it 
_ would enter into? 

Dr. Fleming: Yes. 


Mr. Shibley: You have now heard the evidence before this 


wW 
committee that such gas not the case, is that correct? Amd 
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Dr. Fleming: That's correct. 

Mr. Shibley: And your present understanding, 
therefore, does not accord with your understanding as aft 
the time you participated in deciding upon who should have 
this Sertuest: 

Dr. Fleming: The time I took part in making tw 
decision, I acted on the basis of the information which 
I had. 

Mr. Shibley: Which was differe@{ than what is 
before this committee: Is that correct? 

Dr. Fleming: That is right. 

Mr. Shibley: Now Dr. Fleming at any time did 
you ever participate in,overhear, observe any document, 
or in any way receive any information toh bmeffact that 
the relationship or friendship between Premier Davis 
and Mr. Moog in any way influenced anyone respecting 
the decisions affecting the head office building? 

Dr. Fleming: ABsolutely not. 


Mr. Shibley: N@r that the akrm circumstance 





that Mr. Moog or any of his companies was a supporter 
of any particular party had apyekinnys anything to do 
with their deliveration? 

Dr. Fleming: None whatever. 


Mr. Shibley: Y@u know that Mr. Gathercole 





and Colonel Kennedy have referenced some memory of a 
comment in this respect. Do you know anything about any 


such comment? 
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Dr. Fleming: That is one of the ones that is 
horribly mixed up in my mind right now. But prior to the 
ks last couple of months, no, I can't recall any comments. 


Mr. Shibley: That answer requires some clarification | 


doctor.? 
Dr. Fleming: All right. 
Lohim 
Mr. wth Nb Mma bad: say it’s mixed up, hat is 
mixed up? 


Dr. 
4 Fleming: Simply the amount of infommation 


that I have read, both by way of Hansard and by way 

of the press, since this select committee was established. 
It has got me to the point where I scarcely know what I 
know for sure. 

Mr. Shibley: All right,dodor. I'd ask you 
to make this effort; to wash your thinking. to the extent 
possible, £ information you"@1eamed from this hearing, 
and go back to your mental status as it was before the 
hearing, As at the time preceeding the communications received 
in the manner you've indicated, hiad you any knowledge or 
information referable to any such communication? 

M Dr. Fleming: No, I had not. 

Mr. Shibley: Do you have gm anything to say 
respecting the suggestion in the evidence by Mr. Brooks 
that he received a call from someone who he initially 
identified as someone from Hydro and later said he couldn't 
know for sure? 


Dr. Fleming: I have no knowledge of anything Mr. 





Brooks said at all. 
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Mr. Shibley: I've been asked to ask you, Bnchsy. 
You've heard the evidence of previous commissioners, that 
the only time there was a consideration of Hyaro employees 
who would be affected by the contracting out of maintenance 
was subsequent in point of time to the Gaim decision to make 
the lease-purchase agreement. Do you agree with that? 

Dr. Fleming: Yes I think I do. But prior to 
the actual signing of the contact, 

Mr. Shibley: But it was after the decision to 
do 1%. 

Dr. Fleming: Yes I would think so. 

Mr. Shibley:.So that consideration did not 
enter into the thinking of the commission as to whether 
ornot it should mast make a lease-purchase transaction! 

M Dr. Fleming: No, I don't think so. 

Mr. Shibley: Nor was the circumstance of the ekbecl of 
fluctuation in exchange rate discussed at a commission 
meeting. Is that correct? 

Dr. Fleming: That's right. 

Mr. Shibley: I have no further questions. 

Mr. Chairman$ Are there any other questions 
of Dr. Fleming? Mr. Renwick. 

Mr, Renwick: Mes¢hedapen, Dr. Fleming, I want 
to ask you relatively the same questions I've asked the 
othere commissioners. Did you have any understanding or 
assumption in your mind at the meeting at June 29 and July 19, 
1972, that the approval of government was required or had 
been obtained, or that discussions had taken place with the 


rovernment? 
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DY. Pe had no basis for belief that 
approval was necessary. 

Mr. Renwick: Was it a consideration in your 
mind at that time one way or the other? 

Dr. Fleming: No, I don't think it was at all. 

Mr .Renwick: Pidyou have any previous discussion 
with the chairman about any discussionsg he may have had 
with Mr. MeKeough or other members of sw. 

Mex Dr. Fleming: Yes, I was aware of that. 


Mr. Renwick: Well. what were you aware off 
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Dr. Fleming: Well, I was aware that Mr. Gathercole 
and Mr. McKeough had talked ona trip. If know, or [I am 
relatively sure, tha til the chairman in the normal course 
of conversation with the minister ewesponsibie for Hydro}, 
at that time, 1 TiRRMEEE believe, the Minister of the EH? ifonne ni 
was aware of our thoughts. 

Mr.Renwick: Have you any other vecollection or 
assumption on which’ mgm you were acting at that time about 
the discussions with government? 

@ Dr. Fleming: NO. 

Mr. REnwick: Would it be fair, Dr. Fleming, to 
say that yourattitude toward the informal meeting discussion 
about the letter to Mr. Seguin from Ellis-Don was that it 
was just a complaint from an unsatisfied proposal for the 
scheme? 

Dr .Fleming: Well, I don't know whether I'd really 
go quite that far or not. I realized 1 think that == and keep 
in mind that I, at that time, knew neither whom the letter 
was from nor what it?s real content was. 

Mr. Renwick: But you didn't think it was sufficientlh 
important to pressg Mr. Seguin to disclose who it was from jong 

ur; Fleming: No, i didn't. 


eee 


Mr. Rengake- jg OF to review it in more detail? 


ORS 


Dr. Fleming: NO. 

rears your 

Mr. Renwick: And is “yye-Fecolhgetion the same as 
Se aeianiaiemeaiiaieniinemaiemetniteet toe 


the other VOR. RR SONSe 7e that the only persons in attendance 
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Mr. Chairman: Any other questions to Dr. Fleming? 


See ner eT SORE ERNE ee 


Well, Dr. Fleming, thank you very much for your 
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assistance, sir. 
Dr. Fleming: I'm disapp@inted in the left side of 
the table, Mr. Chairman. 
Mr. Chairman: Well, I think Mr. Shibley covered 
most of it. 
Dr. Fleming: Thank you. 
Mr.Chairman: Don't encourage anybody! 


ARe you the gee one who asked for five minutes? 


Mr.Walker: I'm the one who asked for five minutes. 





Mr. Chairman: I'm afraid at this hour maybe we 
glace nea 
should just keep going eh? SMB We'll excuse you for 
five minutes. 
Let's keep going a little longer. Yes. Mr. Shibley? 
I think we cowld go till 10.30 anyway. The House is still going. 
An hon. member: We can go concurrently. 
Mr. Shibley: I'd like to recall Mr. Gathercole. 
Mr. Bullbrook: I can verify the House is going. 
I just went up and spoke} 


Interjections by hon.members. 









With 9 
Mr. Genest: A The usual preparation! 
Te Batok 


That's right. 


Mr. Shibley: =ium= Phere are two transcripts 


ae 


of Hansard that will prove you are a split personality? 





Mr. Gathercole, I think it Penal 


Mr, hairman: I would just like to remind Mr, 





Gathercole,as I've done so many times before, that he 


is still under oath. 


My. Shebley: Mr. Gathercole, I think it appropriate 


recall 
to ‘wallet’ you immediat€sy to comment upon the meeting of 


June 19/73 
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September 1, 1971, to which reference has been made by Mr. 
Seguin and other members of the commission, And I, want’, in 
fairness to you, before I ask you any destions, to read to you. 
from the transcript of your earlier testimony, And I am 
reading at Hansard, tape 181, page ones 


*I had earlier read to you the memorandum following 


pS gt < YS Eire 


Roger Seguin's comments at a recent meeting, etc,, and I asked 


fk 

you: “Let me start by asking you, when was the commission f 

' meeting which is referenced in this memorandum? . 
"Mr. Gathercole: I Te "believe it was in the early | 

part of September. At the commission meet ing Mr. Seguin 
referred to a letter he had received from a contractor i 
expressing some unhappiness that he hadn't been given more ; 


consideration in the matter of his proposal to ONtario Hydro 
for erecting Hydro's administration bgilding. ; 
"Mr.“@ Shibley: Was that raised by Mr. Seguin during 


Mm Ve 
the course of the ei 0 


"Mr. Gathercole: Yes, it was. 


ee 


— aE 


"Mr. ® Shibley: And was the topic recorded in | 


Im 


"Mr. Gathercole: Not as far as Viger’ aware, it wasn't 


any minute of any such meetingg? 







I have no fury 

"Mr. Shibley: I must tell you I have not received a 
excerpt foom your minutes which reflect that. 

"Mr. Benest: Mr. Shibley, 1 Searched them and there 
is no record. 

"Mr. Shibley: Thank you. ; 


"Mr. Gathercole: It wwas something of an aside, We 


were at this time on the subject of the head office building 


and the negotiation of the Sahn 
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and the nesettation—sf—-shel contract with Canada Square had 


— come up. Mr. S#guin said that he had received this etter 
indicating some protest and he thought we ought to be very 

; elear as to the calculations and the facts with respect to the 

arrangements with Canada Square to make sure that we were 

arriving at a businesslike arrangement. 

"Mr. Shibley: And you say he told you of a letter he 
red received from a contractor. Did he tell you which 
conkractor that was? 

"Mr. Gathercole: No, he didn't. 

"Mr. Shibley: Did he produce that letter to you? 

"Mr. Gathercole: No, Subsequently before we were 

tj THE MEETING t—f 

proceedingto lunch we had some outside commission dm Me did 
raise the subject again and simply repeated the remarks that he 
had made at the commission meeting, but didn't disclose who the 
contractor was, or the letter, which was marked confidential.” 
This is Mr. Gordon's response to the subject being raised at 


the meeting." 


ey Mr. Gathercole, you heard the 





Mr. Shibley: 
Sone ee 
previous witness, to whom I put the question quite explicitly 
that this was not an aside at a regular meeting but rather was 


a topic raised at a pre-meeting get .together, specifically 





convened to consider the Ygmeeee of complaint, and that accords 
also with the evidence of other commissioners. Now I would 
like you to reconcile your evidence that I have just read to 
you, "It was something of an aside, We were at this time on the 
subject of a head office building ‘and Te) onf and your earlier 

evidence, which indicates that, fas in the course of a commission 
meeting raised as an aside at which this matter was aatarr with 
the evidence that the other witnesses have tendered. 

Mr. Gathercole: Mr.Shibley and gentlemen, I find it 


De ne a 


difficult to recall the exact sequence of events which transpired 





HIBLEY ; 


June 19, 1973 4 
R 10,00-10.05 p.m. 


o °° 


H - 581 - 2 
(Mr. Gathercole) 


nearly a year AZO, and my ak ft is that the first 
advice or information I aaereste was when Mr. Seguin in 
my office said he had had this letter. 

Now it may have been at a subs eGuent meeting, not 
at that meeting of September list, if that were the meeting,,and 
I am not sure of that; it may have been at a subsequent meeting 
that he did raise this subject. Now my interpretation was it 
Was gm more of an aside, but I do know that either on September 
lst or thereabouts it was in my office that he did, with the 
commissioners there, say that he had received this letter from 
someone who had communicated to him his dissatisfaction with the 
process that had been undertaken in his tendering for this 
development project. 

Now whether in my initial evidence, as you have read, 
I said it was at a meeting that he did raise the sub ject and 
subsequently he dealt with it further in a meeting in my office. 
I now accept that the situation was reversed, but he must have 
raised it in some manner in an aside at a commission meeting. 
But I remind you that the letter of Mr. Smith to Mr. Sfiguin 


is dated August 21, 1972, which would only be 10 days prior 


to the September lst meeting. ‘ 


peer Are you suggesting that the letter was 
AND 
received by Seguin, raised with you as an aside in some comment 


in the interval between August 21 g«=s<=% 


Mr. Gathercole: No, I am not, no. 
EES 
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with you on the same day that the commissioners met in your 


office? 





Mr .GAthercole: Yes, I do know 
he mentioned the subject to me, and he had indicated to me 
that he had a matter that he would like to discuss with 
myself and Bag the commissioners, and we met in my office. 


Mr. Shibley: Just to clear that up, then, 





7€ was not in the course of a meeting, a8 you originally 


@— stated ? 


an 

SF 

Mr. Gathercole: he other commissioner, sayg it 
SEER 


wasn't at the meeting on September 1, the introduction of 
this topic must have been in my office, and that is as I 
recall it, that he did mention the subject in my office 
and that is the recollection I have. But # whether he 
mentioned it at the meeting or not4_4 

Mr. Shibley: The significance, Mr. Gathercole, 
of the difference in the testimony is that the other 
commissioners suggested this was the whole point of a 
9 o'clock meeting preceding the rerular commission 
meeting. 

BMr. Gathercole: That may have been on jax 
their part but, Mr. Shibley, it wasn’t on my part. 
ect 





Mr. Shibley: They considered the matter to be of 





a—ctememx special significance, did they not? 


Mr. Gathercole: They may have discussed it 





among themselves, but I had no advance knowledge of it, 


Mr. Shibley: But it wasndt an incidfntal 
ir. 


topic ,was itr 
Mr. Gathercole: It wasn't to Mr. Seguin, and 
SR gg EES 

after he raised the subject it wasn't, I think, to any of 


the rest of us, the other commissioners. 
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Mr. Shibley: It was not? 
Mr. Gathercole: NO, I wouldn't say it was. 
Mr.Shibley: Was it an important matter? 
Mr. Gathercole: Let me phrase it in this 
Way Mr. Seguin didn't disclose who was # the eed 
of the letter nor did he disclose its contents. 
Mr. Shibley: The letter is written in very 


HEARD 17 READ. 
strong terms. You have now Seseaumecianteeniad 








Mr. Gathercole: Yes, I agree. 

Mr. Shibley: Do you not agree with me that 
it was a letter written in terms which would tend to 
excite the anxiet Has of Mr, Seruin? 

Mr. Gathercole: Yes, 

Mr. Shibley: And do you not agree that that 
anxiety in turn would be communi ted by him fo ther aa alaiine 
in your office on September i? 

Mr. Gathereole: He Sma that feeling, 
yes, but he did notue TI mean, yeu went oar ax Std ott dss in 
great detail. Mr. Seguin, to my recollection, didn't 
mention the contents of it other than to say that he 


had Sages received this letter, from someone who 


AND 
was feeling dissatisfied, disappointedg 2” tHe Process, 





Mr. Shibley: I asked Mr. S8guin if he 
raised the question of the time allowed to each of the 
developers and he said that he was assured by you and 
subsequently by members of staff that each developer had 
had equal time to prepare and make a submission. Did you 
tell him that? 

Mr. Gathercole: The advice that I had was 
that the various developers had submitted proposals and 


BEtal 
that they yeersiigis were wabpaar and had been analysed 4.4 


Mr. Shibley: No. You are not answering my 


question. 


Mr. Gathercole: jtotag DY Mr. Candy. 
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Mr. Shibley: Mr. Gathercole, you are not answering my 


question. Mr. Seguin said that when he raised the question of 





j the time, made availabél, to the four developers, he was told 
by you and subsequently by members of staff, that each had 
received the same amount of time, the same treatment. Did you 
tell him that? 

Mr. Gathercole: That may have been his interpretation 
from the words that I employed, but pe certaily presume that each 
of the develovers had a full opportunity to make their 
submii'sions and to have them analyged and considered. 

Mr. Shibley: Mr. Gathercole, you knew, as at 
September 1, 1972, of the various dealings that Mr. Candy 
had had with the Moog organization throughout 1971, did 
you not? 

Mr. Gathercole: I knew that Mr. Candy was 


ORI 


-exploring thebIse building from the standpoint of gaining 


Cimon experience from it, but I was certainly aaa 
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aot conversant with the number 
of visits Mr. Cangy had had or his examination of ne plans, 
or even of his forwarding or delivery of plans to Canada 
Square. 

Mr. Shibley: Did you not know that Canada Square 
had had the plans as at August 1971 when Mr. Seguin raised 
this problem in September of 1972? Did you not know it 
then? 

Mr. Gathercole: I didn't know that Canada 
Square had plans, until perhaps a few weeks ago,that they 
had been forwarded to Canada Square or Canada Squawe had 
acquired the plans from Mr. Candy. 

Mr. Shibley: Mr. Gathersole, you met with Mr. Moog 
on November 22nd. 

Mr, Gathercole: That's true. 

Mr. Shibley: You had received the notes on logistics 
of November 25th prepared by Mr. Sissons recommending that 
you enter upon a transaction with Canada Square. Isn't 
that right? 

Mr. Gatherolce: Yes. That's the 4 Ncec<eENnce. 

Mr . Shibley: And you knew that up until that time 
there had been no dealing with other developers? 

Mr, Gathercole: That's true. 

Mr, Shibley: And you knew as of the end of 
November that there had been extensive communication between 
Canada Square and Mr. Candy? 

Mr. Gathercole: I didn't know what the details 
of the discussions were,_, 

Mr. Shibley: I'm not asking you about the detail ., 7 

Mr. Gathercole: roop DUG I knew that we were studying 
the OISE building from the standpoint of trying to ascertain 
whether it would be an effective, useful model for the 


means of Ontario Hydro acquiring a head office administration but 
} } 
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that didn't mean that we were going to make a contract or 
an agreement with them. 
Mr. Shibley: I m understand that. By comparison, 
you also knew that the communications with the other 
developers had taken place in December and January. Isn't 
that so? 
Mr. Gathercole: Yes, but I knew that there had 
been some discussions as well between Mr. Candy and Mr. Smith 
of Ellis-Don and there had been other references of individuais 
‘to Mr. Candy which I myself had made. 
Mr. Shibley: Mr. Gathercole, just in summary, 
when Mr. Seguin raised this problem on September 1 that a 
| developer was suggesting that there has not been a fair 
competition, citing chapter and verse as to why he was of that 
view, did you not have in mind at that time ‘imme the disparity 
of communications that you knew existed respecting Canada 
Seamer Square and the other three developers as at the 
end of 19717 
Mr. Gathercole: Mr. Shibley,I have no recollection 
of Mr. Seguin reciting from the letter in chapter and verse 
the contents of that letter. Now he did make, B@mme very 


, 
definitely. the point that Mmax there was a very unhappy 


and ri Sebel, contractor or developer. 

Mr. Shibley: Did you not think it appropriate to 
tell Mr. Seguin Well, in fact I have to tell you that during 
1971 we were in communication with Canada Square. There was 
even a suggestion in November that we might deal with them 
and them alone and so-on? Did you not think that the problem 
he was tabling for your consideration and that of the other 


commissioners warranted that type of disclosure? 


Mr, Gathercole: Well, Wigisemmgmeie 





Mr, peor’, 
my answer to that is that I had proposed myself that we 
obtain proposals from other developers and that these should 


be given consideration in order that we Qi) a eee, 
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(Mr, Gathercole) 

arrive at a decision on it, and so I didn't go into the 

details of the assessment that was being made and theproposals 

made by the developers. 

Mr. Shibley: Mr. Gathercole, I'1l put it 60 you 
again. I ask you to be responsive to my question. Mr. 
Seguin convened a special get-together in your office on 
September 1, because he was concerned about the letter from 


Mr. Smith. Is that right? 


H-584 to follow 
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i lal 
Sep ause he 
th.*—ts—that 


Mr. Gathercole: And he asked to meet on it;yes. 


Mr. Shibley: Yes. SMAnd I've asked you 





) ES ea, 
in light of the history of dealing, of which you were aware, 


is 
wreferable to the CAnada Sqaare Corporation and refergable 
to the other three developers, did you not consider it 


appropriate to bring that history to the attention of the 
COMA MISS 1ONOLS ) 





Ra tees By SeBhenber 1 we had been 
meeting on this for several Weeks’. Now, Mr. Seguin had not 
been at a number of the meetings at thich this matter had 
been discussed but, nevertheless, we'd had discussions the 

On 

mx commission meetings on this/among senior management of 
Hydro for a consdderable period of time, ae dt was my 
assumption that the commissioners, my fellowgcommissioners, 
were aware that we had been studying the OISE building ag 
a model and that we had also asked for proposals from others 
which had been analysed and consideredx by our technical staff. 

Mr. Shibley: The fact is that mm you never did tell 
Mr. Seguin or the other commissioners about the history of 
dealing when this was raised in September! 

Mr, Gathercole: Did I outline at that particular 


ke sagas \of Me, (to, 
time the history of going back, ZV rete four people wR the OISE 
¢ 





wee 


building, my own personal visit to the OISE people? 
# 
Mr. Shibley: Yes. 


Mr. Gathercole: TI don't recollect what I said 





on the particular occasion but it certainly was knowledge 
among the commissioners that we had been exploring the 
possibilities of obtaining a new head office nistration dud; 
Mr. Shibley: Mr. Gatherecole, the other commissioners 
have all said that what they were told was that all of the 


four developers whose submissions were compared in the briefs 


June 19/73 | 
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submitted to them had received equal treatment. 

Mr.Gathercole: From 4. 

Mr, Shibley: Did you tell them that? 

Mr. Gathercole: From NOvember, December, the 
proposals that they made were subject to analysis by our 
technical people, Mr .Candy in particular, and by our 
financial people prior to that ,who had reached certain 
conclusions. 

MR. Shibley: Did you tell the other commissioners 
they had received equal treatment? 

Mr. Gathereole: Whether I did in so many Words, 

I have no recollection,in exactly those terms, but place 

Mr. Shibley: Whatever yousaid, was it intended 


to communicate that conclusion to them? 







Mr .Gathercole: That may have been their interpretati 


‘had been 
my ron that proposals had been considered ,agl analysed 


and had been & considered from x four developers. 
did 
MR. Shibley: And from what you said, has you 


intend them to reach that conclusion? 
Mr. Gathercole: Well, it was my presumption that , 
Rta Mt is ade alg hd Si 

aside from the use of Canada Square as a model and to gain 


ee fae 
experience that the four pideddatg 






developers in submitting 
their proposals had received full opportunity and a fair 
analysis and equal treatment. 

Mr. Shibley: All right. I am not going to dwell 
on it further. There&é is only one other thing I want to 
ask you kms about while you are in the witness box. 

You've heard the feferences to the report from 
Mr. Dean to Mr. Nastich of July 6 which intervened between 
the meeting of Z#me the commission on June 29e aay 


Mr. Gathercole: Yes. 





Mr . Shyb le > ey when Mr. Nastich raised these three 
basie questions, and the meetings of July 12 and July 19, 23s Tt 


has been said & by the other commissioners that the content of 


A June 19/73 
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C(Hr. Shibley) 
that report was reviewed by yourself, Mr.Gordon and Mr, 
Sissons, Is that correct? 
Mr. Gathercole: That is correct. 
Mr. Shibley: When did you review it? 


Mr. Gathercole: We reviewed it with Mr. Dean Lor 


I didton, I think it was July 186... 


Mr. Shibé&ey: July 18, fhat would be the day before 


the commsssion meeting © 


Mr. cabfercole: That is true, yes. 


a ensiaeesieeenmeenee  e 





(TApe H-585 x - 1 follows) 


H 585-1 June 19/73 
10:20-10:25 pm 
PLG 





Mr. Shibley: And did you insaeamx turn »8 communicate to 
the other commissioners at the meeting of July 19 the import 
of that document? 

Mr. Gathercole: ey be did. 

Mr. Shibley: Did Mr. Gordon and Mr. Sissons contribute 
to that? 

Mr. Gathercole: Yes, they did, 

Mr. Shibley: I have no further SUSS Sens, Moy Chairman. 

Mr. Chairman: Any of the committee members? Thank you 
very mee, Mr. Gathercole. I saw Mr. Evans here a few moments 
ago. Misco x Mr, Evans? 


a 
Mr. Genest: Just a moment . Eexkaps I passed ee message 
at fo 









mame the committee. os eine T shmld — 


Mr. Shibley: Would Mr. Evans be available first thing in 





the morning? 

Mr. Genest: Yes, he will. 

Mr. Chatrman: Mr. Shibley and I have just had our heads 
together here. I am prepared to go longer. I know the hour is 
getting late. There is a limit to how long we can pay attention 
to business. Mr. Shibley is not anxious to start with Mr. 

Gordon at the present time becausehe feels we won't have enough 
time to deal with him and he would rather start with Mr. Evans 
again in the morning. 

Mr. Shibley: I might tell the committee members that my 
intention is to be very brief with Mr. Evans and my next witness 
after that will be Mr. Smith of Ellis-Don., Following Mr. Smith . 
I may be calling Mr. McAuliffe. I am not intending to call Mr. 
Gordon tomorrow. 

Mr. Bullbrook: Before we adjourn, I was tk ee raise in 
camera the question of where we gm are going from here and Mr. 
Renwick 4g outside the committee did express to me some xymek reticence 
about any executive sessions and I concur with him NOW | treba I just 


wonder ethedelmat because we are happily looking forward Mr. Chasraea 
) y 


H 585-2 June 19/73 
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PLG 
to perhaps concluding the normal businesses of the Legislature 
this Friday and we all want to plan our other obligations,..I am 
just wondering if we could decide we whether we want to sit ney 
Wednesday, Thursday and Friday and then a1b0, withour disclosing 
Counse | 
anything g@ that committee axes doesn't want to disclose, what 
redict— 
he might ab nk to be the time element, recognizing that we 
2] xteudk 
jump in so often eddgh eran tee it ourselves. 
Mr. Shibley: Thank you for taking some of the responsibility, 
Mr. Bullbrook, but the situation at the moment, I don't mind 
outlining it to the committee. Tomorrow I want to deal with 
Mr. Smith and other people in his organization becasase I think it 
is important that that evidence fall hard on the heels of the 
“Theve (S 
evidence you have heard today. BE evidence from that source 
iS 
that #new in terms of the transastion per ey °fn addition to 


what you have hRaxax heard. I may have to call Mr. McAuliffe and 





also Mr. Manthorpe, both being reporters) that may turn on the 
evidence preceding.When that is wey a hope was to then call one 
representative of each of the other two developers, Mr. Tatham 

for Yolles and ‘hele iiok aol bie unfortunately is available this 

week but will be away all of next at some kind of a convention, 

and Mr. & Zwig of Horizon. Having dealt with them, then I intended 
to deal with Mr. Moog's wih paceadebabiie ga? Wome Mr. ne Sale os 


and I think one other, 
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That would then complete the evidence of the developers. 
It also completes the non-financial people in Hydro , 
with the exception of Mr. Gordon whon{f will fit in somewhere 
along the line. Mk I might say that Mr. Gordon's 
participation referable to this matter does not seem to 
have been all that great. 

He is general pPPaer® FP * he was managing a 
lot of things and I can understand that he delegated most 
of this to Mr. Sissons and Mr. Candy but I think he will 
be relatively short and only on some few points that have 
developed. 

Having then completed the developers’ evidence, 
I gintend then to return to the financial people in Hydro. 
I'm not going to go through the whole history of the 
transaction. I think the sequence of events is now clearly 
established. What I want to ask each of them is to explain 
certain documents for which they were responsible, being 
relatively few in number but important, I have already made 
the selection of the documents at the time I exhibited them. 

I wantg@ to call Mr. Nastich and daz’ [Poat did you 
mean when you said what you said in these documents “ana I 
want to ask Mr. Cameron what he meant in the two memoranda 
and what, if anything, happened in the interval and so on. 

So tyes they will be dealt with on specific 
matters. Having got their evidence in and having had the 
benefit of what the developers have to say about the efficacy 
of their particular proposals and any comments they may wish 
to volunteer on the proposal of the other developers, I will 
then consider the need to call Mr. Anson-Cartwright as the 
last witness. 

Now, the way things have progressed today «a. 


Mr. Chairman: Procr@astinated? 





Mr. Shibley: Rm@g Progressed today, I am encouraged 
PR RETO TERIE RE TSAO 


to think that we can now start to process a number of witnesses 
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(Mr. Shibley ) 
on any given day. You can see that the first part of the 


hearing took a lot of time because it laid down basic ground 


7 a@\ Gis 


work, And that effort is now paying off in the sense we 


can go to documents and single out lines and say, at do you 
say about that and Go I think that we can move along fairly 
rapidly subject to the committee members feeling that when 
we reach a particular point with a particular witness, as 
happens, you want to zero in on it out ‘fhe other circumstance 
that i#-.nimgex impinges on it of course is we have now had 
the benefit of what can be done in a full day. 
7 We have been getting three-hour days of which really 
we might get two and a quarter hours worth of evidence, 
@nd then only three days a week up until last week §o tuad 
I'd like to agree with your suggestion that we sit longer 
and more frequently. 

Now I realize Monday and Tuesday of next week 
are cha but my own suggestion is that we sit Wednesday, 
Thursday and Friday and «= we sit as long during those days 
‘as possible. I'm in your hands as to hours he day but 
fkKaumar tomorrow is Wednesday. We are going to sit all day, 
are we, Mr. Sake Chairman? 

Mr, Chairman: Yea. yell as far as tomorrow is 
concerned, no. Jhah-e I made a survey of the members axe 
to see when we can get a quorum. We can have a quorum 
tomorrow morning and tomorrow afternoon. We can have 4 
quorum three times on Thursday, ,morning, afternoon and night. 
And the present indication is no quorum on Friday 9 I 
would propose that we meet Wednesday morning, Wednesday 
afternoon and all three periods on Thursday. 


Mr. Shibley: Would you give us precise times 





then Mr. Chairman? Wednesday - 9.30 to 12.00. 


Mr. Chairman: 9.30 tomorrow to 12.00, if we are 





j agreeable and then from 3.00 until 6.00. 
i y 
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O?Mr. Shibley: Right. And then, Thursday? 
Mr. Chairman: Then Thursday, 9.30 until 12.00. 


Mr, Shibley: Yes. 





Mr. Chairman: 3.00 until 6.00 and 8.00 as long 
ee eee 


as we are able to hme@xmeg breathe. 





Chere is a ehance, I 
Supposep=I don't know what is happening up in the House, .— 
paws we might be able to meet on Friday if the House is 
meeting. 

Mr, Shibley: This Friday? 

RE 
Mr. Chairman: This Friday, Neya,. 
Mr. Shibley: No I can't. 


Mr. Chairman: You are out, this Friday? 





Mr. Shibley: Yes, 

Mr. Chairman: All right. Wedd then I don't think 
there is any point in trying to meet Saturday. There is 
some suggestion the House might be meeting Saturday but % 
let's not plan anything on Friday or Saturday. 

Koay. fome next week phe majority of us Monday 
and Tuesday are out because of the Queen's visit. For some 
who are (Bit of town she is visiting other cities age. I think 
that includes dade Gord Walker, hat day are you? © 


Mr. Walker: Thursday. 





Mr. Chairman: Are any others affected by the 


Queen's out-of-Toronto visits? 





Mr, Allan: Kkeda Friday afternoon © Wik 





Mr. Chairman: That would be the 29th? 


el 


Mr. Allan: Yes, 


Se accel 


Mr, Chairman: Well then let's plan to meet /Gord 
2 





with your permission, you can get the transeript (on 
Wednesday and Thursday and Friday of next week, but just 
during the full days. 


Mr, Bullbrook: Well I don't want to temper gM your 
4 
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eg lal Mr. Allan did mention Friday the 29th. 
Mr. Allan: Well I can ~ up until the middle of 
ee ad } 2 
the afternoon but really it wouldn't be much in the afternoon. 
Onubd mae 
Mr. Bullbrook: we just sit Friday morning? 
ee ee oe 
Mr. Chairman: Well, ea That's quite 


mene 


a arr’e heat 
a way§ away and I'd like to wg BB little flexibility at 





that time. 
Mr. Bullbrook: We have to get home. 
Mr. Chairman: Ana Fhen the following week waif 
we have to,go into its I'd certainly like to g clean it up 
the following week. 
Mr. Bullbrook: So would I, fat ip var gama I've 

taken thisMexx€makxemamx much of xaem your time, I think 

we should again discuss it publicly, burda it be your wish 
| Mr . Chairman and the wish of the commissioners after we've 
gotten the RTARRDSS, BAGS we get down to business immediately 
and try to write the radeumendations ghugcn 

Mr. Chairman; I would hope so. I think that the 


questions we asked ourselves at the start of the meeting can 


give us a relatively good basis to write the ad I ta oa I 


% 

i 

{ 

: 

: Mr. Bullbrook: So we can look forward to @ go. 
scbieicsz sacle LeL8Y 


} don't necessarily think it will be a long report. 
| Mr, Smaxkem Chairman: Of course I've made those 








predictions before! 
Mr, Bulibrook: But we can look forward to something Lhe ho, 
twat he obligations as far as evidence is concerned would 
take us /bhe first week of July and then perhaps some time | 
depending on our own efforks. al her that time to write our 
t recommendations. 
Mr, Chairman: Wehl then we are adjourned until 
9.30 tomorrow morning when we expect to commence with 
| Mr, Evans. 


The committee adjourned at 10330 oclock, Ps te 
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| Mgales 


the 


; The committee met at 9:50 a.m., in Rimegeet members/ boardroom, 


Mr, Chairman: Ladies and gentlemen, I call the meeting to 


Mr. Shibley: Mr, Chairman, {£ would like to recall briefly 


Mr. Evans please. 


Mr. Chairman: Mr. Evans, if you would please come forward, 





Mr , Shibley: Mr. Evans, I want to refer %™ you to your 


Previous testimongy in Hansard, tape 539, page 2, 


ee for Ie, 
pra ib find that~tesn, Mr, Shibley? 


Mr. Shibley: 539, page 2. At that time I was referencing 


Mr, Genest: 





the memorandum referable to Mr, Seguin and the rationale prepared 
asa result, and the following exchange ie nade, 9o that you 
understand what you said previously, I will read ity: 

| Mr, Shibley: Now then there is a memorggdum that you 
tive heard read in this hearing dated October 3, 1972, referencing 
comments by Mr. Seguin at a recent Commission hearing. And in view 
of that circumstance, a rationale was developed for the doing of 

@ lease-—purchase, What comments, if any, do you remember Mr. Seguin 
Making and when weré they made? 


\Mr, Evans: There never was any. Mr. Seguin never mentioned 











anything at the Commission meetings, 

“Mr, Shibley: Well, quite apart from a Commission meeting, 
have you ever heard Mr. Seguin make any comment that might give 
rise to the creation of a rationale, a document called a rationale, 
fo: the course followed. .? 


“My, Evans: Are you referring to a letter that we received? 


\ Mr, Shibley: Yes, or it may be what is referred to. Do 





























Ou have any memory whatsoever of any comments made by Mr. Seguin? 
ia 

\ Mr. Evans: I remember him telling me that he received 
aletter rrom one of the contrabtors, 


\\ vy, Shibley: Yes, Just you personally? 
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\ Mr. Evans: No, I think he told the rest of them, too, 


" Mr. Shibley: What was the occasion of this discussion? 











Mr, Evans: Well, I think it was just a casual meeting 
or when we were probably having ism lunch one day, or something 
‘like that. 


“Mr. Shibley: Would this be during a luncheon on a day 


of a Commission meeting? 


“Mr. Evans: I would think it would be, becasse that is when 


Mr, Seguin came to Toronto. And the only time, I believe. 


Mr, Shibley: What is your memory alwmkxk& of what was said? 
“Mr. Evans: Well, I think that—~I believe it was Res 


Ellis-Dons ares ae letter came from, I can't tell you exactly 


what the letter ke, ua but I understand that he was disappointed 
or something at not getting the contract. I can't give you the 


details of the letter, 


ae Mr. Shiley: That's your best recollection of what was said? 


“Mr, Evans: That's my best recollection, " 


Now, Mr. Evans, you heard Mr, Seguin evidence yesterday 


evening, did you? 


Mr, Evans: Yes I did.—not in the evening, I heard it 
before dinner last night. 


Mr. Shibley: Yes, and the gist of his evidence was that 





arranged for te particular meeting at 9:00 a.m. in the 
Chairman's office designed to discuss this letter of complaint from 
4 Smith, and that was the specific topic for discussion ig this 
particular meeting. Having had your own recollectinon refreshed in 
that respect, do you agree that there was such a meeting convened 


at the instance of Mr. Seguin? 


, Mr, Evans: No, I wouldn't say that, I still think that 





it was sort of a casualheeting, I think it was still a luncheon, 
as I recall, 
j 


UTI cr REL 


Mr, Shihlgy: I see, Mr, Seguin in a Talat that 





. d 
this excited concern on his Berk ame neve outlined Jgeemaads 
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H-587-3 Moe, 
‘Mr. Shibley) 


gome of the particulars, of the complaints in the letter, he was 


issured Ge that all of the four developers had been dealt with 


equally. Do you remember any such scenance’ 


Mr. Evans: No, I don't remember any exchange like that, 


Mr, Shibbey: You don't? 





Mr. Evans: No, I don't 


Mr. Shibley: Well what memory do you have of what was said? 





Mr, Evans: Well, I think he said he had this letter from 
vanie oO 


oEe th, I think it was, from Eilis-Don; that he was upset 


. ar 
because he didn't get the contract, ae wasn't really considered, 


Shibley 
MB. RYaNS: WS Seguin said he did raise the question 





Of the limited time which Smt said he was@g afforded to work amet up 


his proposal. Have you any memory of his raising that as a topic? 


Mr. Evans: No, I haven't, 
ain 


Mr. Shibley: And being told in reply that all contractors 
“Semnene sane EO, 


had the same amount of time to work up their briefs? 


Mr, Evans: Well, I don't recall him saying that at that 





ime, but I was under the impression that ail the contractors had 


m equal chance, 


Mr. Shibley: Were you of the impression by reason of things 


hat were said at that meeting? 


Mr. Evans: No, no. 





Mr, Shibley: What created that imoression in your thinking? 


coo] 





Mr, Evans: Well, 33m— 





Me. during the discussinns that we had 





nad and @saee we had several discussions, Ge I was under the impression 
) 


that all the contractors had an equal chance, 


Mr, Shibley: Mr. Chairman, I have no further questionsx of 


RT ER ES EI DEE 


his @ witness, 


Mr, Chairman: Any of the members have any questions for 


Reamer 





STS 


ir, Evans? Mr. GAunt. 





vei f 
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| eed 
H-587~—4 

Mr. Gaunt: Mr, Chairman, a brief question; You may recall, 

‘Cnr ED 
Mr, Evans, that the meeting of July 19 did not teem evidence 
anyone from the finance end of Hydro, other than the comptroller 
who wasn't really involved in the finances related to the new head 
Office proposal. Who would have the responsibility of drawing 
people from Hydro staff to that meeting? Who would set it up? 

Mr, Evans: Well, I would say that the Chairman had the 
responsibility, 

Mr. Walker: Just one question, Mr, Chairman, Mr. Evans, 


have you g@@ ever made a contribution to a political party? 


Mr. Evans: I certainly have. 





Mr. Walker: You're excused. 





Mr. Chairhan: Are you going=to tell us which party? 


I donts think there are any more questions, Mr. Evans, thank you 
Sir. 


very much preg 





Tape H-588 follows 
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June 20th, 1973 
955 - 10 Zam 





Mr. Shibley: Call Mr. Don Smith, please. 


Mr. Chairman: Mr. Smith will you give gus your full 





Snes ee 


q 
name please, 


Mr. Smith: James Donald Smith. 


TR SoS) 





JAMES DONALD SMITH, Sworn 

Mr. King: Mr. Chairman, for the purpose of the record, 
my name is T, A. King, Q,. C., and I am appearing here as the 
private counsel to Mr. Smith,. who is.president of Ellis-Don. 


Mr. Chairman: Fine, Mr. King, but if you are going 


ee ee 





to speak, you might pick up the microphone. We are not asking 


counsel for witness to speak, but if you feel that something 





“of an unjust nature is being asked of YOur -Syapegrsemts 
client, don't hesitate to speak up, but it would be only 
under those circumstances. 


Mr. King: Thank you Mr. Chairman, The facet that 


ROR 2 nar 


“Mr. Genest has been using this microphone wouldn't affect 


anything that I say through the same microphone. 
oO 


No, | 
Mr. aoe don't think it is contaminated, 


You can use that microphone. 


Mr. Genest: It would gggmaagetcertainly give it a strain 


of purity. 


Mr. Shibley: My. Smith, what is your occupation? 


PNA ME AVE! 





t Mr. Smith: I am president of Eliis-Don Ltd,, general 


contractors. 





ao = 





, Mr, Shibiley: = you have a proprietary interest 


in that company? 
Mr. Smith: Yes, I own the majority of the shares. 


ne 





; Mr. Shibley: For what period of time has Ellis-—Don 


al 





een in the contracting business? 


Mr, Smith: From i951. 





rsdnall. 
Mr, Shibley: And have you [Rieeedu” been connected 


fo ht chal / 
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H 588 ~ 2 AA 
(Mr. Shibley) 
with the company throughout that wartca! 

Mr. Smith: Yes, I have been president all the time. 

Mr. Shibley: Generally, what type of construction 
does your firm engage in? 

Mr. Smith: Mostiy building construction. We started 
with schools and progressed up from there; asia we have done 
some cement plants, @Melass plants, some fairly technical 
concrete structures, but mostly building construction,.all 
types of building construction. 


Mr. Shibley: Can you give the committee some examples 





7 
Cor eA 
of larger projects with which your firm has latterly peang 7° 


Mr. Walker: Well, Mr, Chairman, all the members have 


“Sepmenentrenescesscccesacur ics 


to do is take a look at the Beggs 





wUniversity of Western Ontario: 
@e most of that is a tribute to Mr. Smith. 
Mr. Shibley: Thank you. 


Mr. Walker: Is that not a fair assessment, Mr. Smith? 





haye 


Mr ° Smith 3 We Pd iL think tha ¢ i f bui it t SHEER ee ay Sj Ve lied =. sa 
2 AN 








Mr. Walker: Three-quarters of it/ 





wm oF us 
Mr. Smiths: , Acadia University and Dalhousie apg Queen's, 
oo Se ) c 


eX 


Wii the University of Ottawa, University of Toronto, University 


Fr 


Of Waterloo, University of Windsor, We have done a fair bit 
of university building Ana we have done some large hospitals. 
We have done some extremely large factories. We did a $23_milliong 
flass plant in Owen Sound age ..., 

Mr. Bullbrook: Your friendship with Mr. Robarts had 
nothing pons with the glass factory? 


That Was an SB 
Mr. ChairmaN: , ses 





a 












Pee var 
: ihre van hoot how 


ot nat en ee 











re 


We have evidence, 





Mr. Bullbrook: No, it wasn’t 


elenestemniemmamnnedd ee cncommmamiiamaaereed 


Mr. Smith: Certainly not in Owen Sound, 


-*) 





Mr. Shibley: You were saying you constructed the various 





W@ouildings at the universities in question. Have you had to 


with structures of an office building nature? 
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H 588 — 3 AA 





Mr. Smith) 


Mr. Smith: Yes, we Wie built the Standard Life out 





Calgary and we did the Thomson building here sam We 
ire doing one for CIL at the present time and another one 


which hasn't been announced; it will be announced tomorrow. 


H 589 - J 
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H-589-] June 20/73 . 
10.00 to 10.95 am 
DT 





enneurced—tomorren: We did the IBM building in London. We 


have dme a fair number of offices. iy can't recall them all. 


Mr. Shibley : In gross volume, what was the 
vdume of construction undertaken by your firm in each of the 
years 1970, 1971 and 1972? 

Mr. Smith: I think it is approximately $75 million 
each year. The volume has been very consistént the last three 
years. 

Mr. Shibley: And relatively iiwgiepiateree speaking ,_, 
Tam thinking of relative to other contracting firms, ,how does 
your firm compare? 


| Mr. Smith: I am not sure. I know that there are 
eae ee 











| one or two bigger than us but nobody @es really tells ther 
the 
| actual volume when somebody is asking how big endl are. I think 


| we are about second or third or fourth, something like Ghats in 





| Canada. 
| Mr. Shibley: You are second, third, or fourth in 
| @ihada? 
Mr. Smith: Probably third @ or fourth really. 
Mr. Shibley: In the country? 





Mo» Smithi:.. I- thinksso. 





Mr. Shibley: All: raght. In terms of management 


CN ee 


}0f buildings, had your firm, prior to 1972, any experience 







in the management of office buildings? 


Mr. Smith: Well we built a small office building worth 
} 





|@bout $300,000 for IBM in London. Now we built it and owned it 
and rented it to IBM -<aissgt it was only Smale eng they asked us if 
we would do another one for them in London, gif we didn't take it 
| } 


On at the time. We didn't want to do it because we were too 

















| a 
Dusy. Pilkington Glass asked af awe would build them a building 
| 


the getading, gpgobuiit the building and rented it to Pilkington 


and subsequently sold it to Manuffacturers' Life. Now, 
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H-589-2 June 20/73 
10.00 to 10.05 am 
DT 


(Mr. Smith) 


Pilkingtons want & us to do some more work for them on the same 


basis. 


Mr. Shibley: That was a building that you actually 
| as a 
developed tummisims developer? .. 


Mr’. Smith: We did everything on that..bought the 


land and developed it,.W1, 


Mr. Shibley: But you didn't follow through in terms 
of continuing to manage the building; you sold it off to a life 


























company, ds that correct? 
| Mr. Smith: It was rather advantageous to sell it, 


so we did so. 


| Mr. Shibley: So you sold it. In terms of a 


building of the magnitude of the Ontario Hydro Ma Head Office 





building which was in contemplation .m..j I am now taiking of a 


























building in excess of a million 





m rentable square 
feet, had you any experience in the development and management 


of that type of building? 


| 
) Mr. Smith: No, we had never managed one of that 


Magnitude, No. 
Mr . Shibiey : In respect of your proposal to do this 


Job, you formed @ for a short time 4 wuss 
| 





, partnership with 
: ee 
sifton Properties Limited to tender on this job, ds that correct? 





| Mr. Smith: Yes, that is right. 
| ee ee _— 
Mr. Shibley: What was the reasoning behind that? 





Mr. Smith: It was purely ew» I was trying to think 
1ow they Right == you know, if you have got five proposals, how 
hey might eliminate us, and I thought they might eliminate us 
ecause we didn't have management experience gm I considered 


alking to other developer EAnAe EES sue I considered talking to 


48nd R and other people, gm I te thought it would be a selling 
oint if we had someone in the development business working with us. 


Mr. Shibley: In that connection, what experience 


oes have Sifton Properties have referable to development and 
anagement . ste butt dings? 
Mr, Smith: I don't know Sifton's volume. I don't 
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have his financial statements but he is probably the largest 


developer manager in western Ontario. I know he does work in 


Guelph and he does a lot of work in London. He.hes—pet-lerpe 


haldines wha wm.]. he a 


cas at Te ne ee ee ee 


(H-590 to follow) 
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CA 


H-590-1 


(Mr.Smith) 





He has got large 
holdings where he builds and manages in London. Now I don't know 


his actual volume. He has an excellent reputation. 





We didn't have any written agreement on this because we just had 
a handshake. 
Mr. Shibley: Yes, I understand. 


Mr. Smith: He is that type of person. 





Mr. Shibley: I take it you sone to complement, 
by way of experience in development and Wanagement, whatever might 
have been lacking in that area within your own firm? 

Mr. Smith: Yes, we thought he would be a definite asset 
to our proposal. 

Mr. Shibley: Now just to clean up that topic; what 
ultimately happened in respect of the arrangement with Sifton and 
why did it happen? 

Mr. Smith: I was very interested in getting the contract, 
because I am basically a builder, and I#® like to get as much 
work on @& as a can, @@a I pursued the matter with Mr. Candy, 
and he said that the Hydro didn't like the idea of dealing with 
two people. So I subsequently wrote him a letter and said that 
we would be willing to do it alone. 

Mr. Shibley: When @id you have that conversation with 
Mr. Candy? 


Myo Smith: I-can't recall, Mr. Shibley: 








Mr. Shibley: Was it subsequent to the submission of your 





proposal? 


Mr. Smith: Oh yes. But I mean I can't recall whether it 





or 
wuld be two weeks after, three weeks after,o+ athe 


Mr. Shibley: At the time your proposal was submitted it 


tymer oan 
incorporated provision for Sifton to provide the management aspects 
of the undertaking? Is that correct? 

Mr. Smith: Yes. I think that I might have had the 


conversation with Mr. Candy just prior to writing that Ester 


because it would appear that that probably prompted ky my letter 


fo him. 
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June 20/73 
10:05 - 10:10 am 
CA : 
H-590-2 
Mr. Shibley: You now know that in certain of the 
Se 
documentation and other evidence the fact that Sifton was dropped 
as a partner of yours was considered a negative factor in weighing 
your submission. Have you any comments to make in that respect? 
SIFTON IS 
Mr. Smith: Except a little annoyed at me. 
ee A 
Mr. Shibley: Sifton is annoyed at you? 
Mr. Smith: I don't think he really is, but it looked kind 
eee ad 
of funny that I wax would drop him. But I phoned him and explained 
to him the situation. 
3 Mr. Shibley: What you are telling the committee is you 


INS TARICE 
dropped him at the pa ey of Mr. Candy? 





Mr. Smith: I dropped him because I thought it would be 





advantageous to us getting the job really. 
Mr. Shibley: I see. It turned out to be the somomtce 
Mr. Smith: That's right. I think Sifton understood. I 
called him and told him that. 
Mr. Shibley: Now then, Mr.Smith, when did you first. 
=a 
discuss with anyone within Hydro the possibility of your firm being 
interested in a lease-purchase transaction for the new head office 


building? 


Mr. Smith: July 20, 1971. 





Mr. Shibley: On that day, what transpired? 
ee 
Mr. Smith: Ian Stewart who had the title of vice president 


ee ee ed 


with us, and so ae with Mr. Candy, and Mr. Candy mentioned Sas 
tree, I think that their borrowings were high, and they were 
considering a lease-back on an office building at the corner of 
University Avenue and College. 

Mr. Shibley: The building that was under discussion at 
that time was which building? 

Mr. Smith: The building under discussion was the one 
designed by Adamson and Shore and Moffat. 

Mr. Shibley: That is the first set of plans that were 


SDA GE TIEEEATSAOIB LL 


u€timately abandoned. Is that correct? 


Mr. Smith: Yes. 





‘ H-591-1 follows 
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H-591-1 June 20, 1973 
10 © 10-10 e 15a eM ° 
BOA, 





gMr. Shibley: And you were talking a lease-purchase 


ios, transaction referable to that set of drawings? 


(ses I just fy heard something 





behind me. 





Mr. Genest: » Said a lease-—back, 
es eR 


Mr. Shibley. 

Mr. Shibley: Mr. Candy was very careful to point 
out that this ‘iodo ete is properly characterized as 
a lease-purchase transaction. 


Mr. Smith: Lease-purchase. 


Mr. Shibley: That yp when you were in Yellowknife, 





Mr. Genest. 


Mr. Genest: I read it. 





pre: 
Mr. Giese Smith: Mr. Candy asked/if I thought they 





could build this buiiding, i believe for $30 a square foot, 
and he said it mipeht be running--.I think we discussed costs 


"Do you think it could be 





at that time, and he Said, suet. 
done, and of course you could look at the plans and we could 
make slight modifications to get the cost down to the 


thirties*7which is done quite abit. And I said gg@@#/I thought 





of these alterations. I had no sugres?iggggg-pewause we g 





had not seen the plans, 
casual conversation. He just said, “And we might se@l you 
the present office building that Hydro are in". That 

was pretty well the merece ee the Se ee aero 
subsequent to that @gpqeteeeetais I went down and looked 
through the present office buildings and got prices on air 


conditioning, and so on. He said it wasn't opportune to go 


ahead gat the present time, and that he would be back in 


ay rae 


one Ce ee 







; a io 
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H-591-2 June 20, 1973 
10.10-10.15a.m. 
Bake 
(Mr. Stith) 
touch with us, @@ I believe that is the extent of the 
conversation. 
Mr. Shibley: Just going back for a moment. 
cy 
This was a discussion on July 147 
Mr. Smith: July 20 I believe. 
‘ YL yy 
Mr. Shidwiy: JUly 20, yesp, thank you. 
ee AERIS AREA Ere 
Did he tell you on that occasion that the Hydro people were 
examinin 
Peaeanding Che basie strudure of a lease-purchase transaction? 
Mr. Smith : He talked about building this building 
Serra en ee ae aaa 
on a lease-purchase, yes. 
Mr. Shibley: Yes, and in that respect, when he 
said it was not opportune, what precisely did he say to you? 
Mr. Smith: I think he @ said it was not politically 
opportune and they would probably revive it after the gelection. 


| Mr. Shibley: I see. Was there anything more said 





| in that connection’ 
Mr. Smith: Concerning putting it off? 


Mr. Shibley: Yes, 





Mr .Smith: Not that I recall. 





Mr. Shibley: Can we take it then, Mr. Smith, 


enn, 





SRT. SOR 


that you felt the seed had been planted as between you and 
Mr, Candy at that time, tnat as and when Hydre revived its 
intentions to proceed with this building they would be 
ad 
in communication with yout 
Mr, Smith: Yes. 


ene OES ee eo; 


Mr. Shibley: In fact, when you wuitimately pot back 
inci 
into the running, so to speak, to make a submission, did you 


adnitiate the communication with Hydro or did they initiate 
it with youl 
My. Smith: Lf am sorry, I can't answer that because 


OFS TAS 


I don't know. Jan Stewart, who is in ‘ag Toronto, called me 





on a Friday afternoon, and said that Mr. Candy wanted to see us 


488 soon as possible and when could I eome down. IT don't know 


cae 

J } . cL, 
ij : : 
if : / 

‘ UJ 
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H-591i-3 June 20,1973 
10-10 - 10.15a.m. 
B.A. 
(Mr. J.D.Smith) 
whether Stewart called Mr. Candy or Mr. Candy called Mr 
Stewart, I don't know. 
- Mr. Shibley: This was in what @ month? 
Mr. Smith: This was in January, 1972. 
Mr. Shibley: So dis that there was no 


communication between you and anyone on behalf of Hydro 


during the period July 20, i97i,and early January of 19727 





(Tape H-592 follows) 
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June 20/73 





10.15 ~- 10.20 a.m. . 
Rabeoe 
H-592 - 1 
(Mr. Shibley)] 
| would 
Mr. Smith: I again don't know Yitetherge« I/suspect 


ee 


that Mr.Stewart may have kept in tough with Mr. Candy to see 
what was happening. I don't have anything in writing or 
I don't know of anything 6. 

Mr. Shibley: AU Leese gia Mr. Stewart ever 
report back to you at any time within that period that(Yes, 
I gma now am informed that Hydro is mwuving ahead vigorously 
regspecting plans for a new building, avd “we aed get in 
there and develop a proposal?” 


Mr. Smith: N@s no, there was nothing like that. 





Because when he called me on thet Friday afternoon in January, 


it came as a bit of a surprise to me. 
by 
Mr. Shibley: What do you ne came as a Bk 


ne 


surprise? Why was it? 


T mea? that 
Mr. Smith Smith: W ind of saidythey wantin, won tod 


" 
le see us er Oe RTSNE away, ¢ » Phe didn't say, Something 





is coming up shortly, fhe just said, Ry ae you meet us on 
“4 

Monday ? So I dropped gw everything on the following Monday 

and went down to meet them. 


Mr. Shibley: Now that Monday was January 10, 1972, 





I understand@. 


Mr. Smith: That's right. 


——— 


MR. BeRibley: And who was present at that meeting? 





Mr. Smith: I think it was Stewart and myself? and 





me Jack Simms, our former secretary-treasurer, was there, 


Ft seems to me, I would say a was Stewart and myself, but I wy 
8 


Mr. Shibley: Who ggg Stewart, by the way? 
a a 





Just what function ,._ 


Mr. Smith: cdiigdees Tan was a chap who used to work 





for N@rthern Electric ane they cut back on their whole building 
department and so we hired him as a kind of a person to go 
around and meet people and try to promote our services. 


Okay. 
Mr. Shibley:/ So it would be in the ordinary course 
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June 20/73 
10.15 - 10.20 a.m. 
Ry. Be St 
H-592 - 2 
(Mr. Shibleg) 
of his function aad he would maintain communication with 
people like Mr. CAndy,_...., 

Mr. Smith: That was the idea. 

Mr. Shibley:,.to aseertain whether jobs were available’ 

Mr. Smith: That's right. He was not a builder ap 
per se. 

Mr. Shibley: Yes, right. Now, then, there were 
either two or three from your firm at the meeting. Who from 
Hydro were at that meeting? 

Mr. Smith: I think there was just Mr. Candy. 

Mr. Shibley: Just Mr. Candy. And what was discussed 
at that time? 


Mr. 





He said the old 
building was out and they wanted to go for a leaseApurchase, 

a rental purchase on a new building and they were exploring it 
with the idea of seeing whether it was feasible to go that way 
or go out for tender or .,. 


have A 
Mr. Shibley: Now, youfused the term "explor#s¢". 
Cpe adam 
Would you please develop your understanding resulting from 
that meeting as to what was intended by Hydro PGSpecting. tS 7.4 


Mr. Smith: Well, I thought at the time that he 
wanted to find out how much a building would cost that met 
certain specifications, Pre wanted to find out Bex the cost 
of money and see if that would be a better arrangement than 


doing it themselves. 


Mr. .Shibley: All right. Were you asked to make 








a submission? 


Mr. SMith: Yes, we were asked to make a submission. 


Mr. Shibley: And what were the terms of reference 











by which you were to prepare such a submission? 
My. Smith: I believe that we were asked to prepare 
a submission and we were given a verbal specification, agg I 


. ub 
believe we were aatiea to prepares by the Friday of the following 


week and WA asked for the extension of the weekend to try and 
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June 20/73 : 
10.15 ast 10.20 aom. 
Aue a 
H-592 - 3 
(Mr. Smith) 
put a little more work into it if we could. 
Mr. Shibley: Yes. 
ae 
Mr. Smith: So I think it was the 20th, the dafj 
that we put it in. And, as I said in other statements | 
Vandi we were told not to work too hard on it, ase I am not 
i f het Sf 7 
sure Breer Scan tion it work too hard on it or Bon't 
work too hard at thit time." 
Mr .Shible-y: Mr. Smith, what interpretation did 
you put upon that statement by Mr. Candy to you not to 


work too hard on. thin ? 


(TApe H-593 - 1 follows) 
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10:26 ~ 10:25 am. 
H 593 ~- l M.S. 





I think 
Mr. Smith: Well, at that time m4 esa /the 


; ee eS ROSTERS 

meeting took about an hour, éeni it was @ fairly quick meeting s—, 
fami I came out of ie meeting think/that what he wanted to do 
was really, find out ame the market was like for that type of 
fueeg proposal. I went back to our office and I talked to 
Vernon Bayley, our vice-president, and we said What Gid he mean 
by fion't work too andl os whatever the actual words were?’ So, 
Bayley and I said, Well, why don't we go back to him and ask 
him are we going to get a fair shake out of this P' 


Mr. Shibley: Now, stopping there, what was 


AR 





in Bayley's mind when he asked that question? 


Mr. Smith: Well, why should you put so much 


SD 





work into it if nothing's going to come of it? This happens to 
us all the time. People kind of pick your brains and then drop 
you after they get ail your information, 


Mr. Shibley: Are you telling this committee you 





een aon 


were concerned that this was an exercise designed to obtain 
information for Hydro, without any real intent to give you a 
chance to do the job” 

Mr. Smith: No, it seemed like, from what we 
were given, it peeistne hard to evaluate. It would be hard to 
evaluate any proposal. So, we tried to put together as good a 
Proposal as possible. Eayley and I didn't see how they could 
evaluate one from what they gave us, 30 we went back and asked 


Mr, Candy, was this in earnest and would we get a dye fair shake 


from what we'd put in; and he said, yes, definitely. 





ne 





Aegean -, 
Ghaainbiey ype 


Me, Smith: No, no. He's our vice_president and 
en 


Chief estimator. He does all of our estimating. 


Mr. Shibley: Now, Mr. @g Bayley is your accounting 
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June 20/73 
10:20 - 10:25 am. 
H 593 = 2 M.S; 


Mr. Shibley: Yes. And when you went back to 
Bayley, I gather the specifications you'd received verbally from 


ae 
Mr. Candy were in turn Sm transmitted to hin, is that correct? 





Mr . Smith: Well, yes. Yes, they were transmitted 





to all of us. We ali worked on it. 

Mr, Shibdley: Now, subsequently you were provided 
with written specifications, I think in early February pra-j 

Mr. Smith: That's right. 

Mr. Shibley: tm and the evidence to this point 





is that those written specifications substantially were the same 
as what was provided to the developers verbally? 


Mr. Smith: That's right. 





Mr. Shibley: Do you agree with that? 


a ERR 


Mr. Smith: Yes, I agree with that. 





Mr, Shibley: So that the verbal specifications 





given by Candy can be taken as the same as that set forth in the 
written specification which is now an gg exhibit? 


Mr. Smith: That's right. 


2 es. 





Mr. Shibley: And notwithstanding the details 


‘RR 


set out in those specifications, Mr. Bayley did net feel that they 
were adequate to take off this job? 


Mr. Smith: Well, If think I felt that too. 


mE ES 


Mr. Shibley: All right. 


TLE 





Me. Smiths J think we'd worked up the proposal 


Rem sseRNE: 





from what we were given, but I would nate to judge anything on 
what we were given, or ever invest dn that basis, 


Mr. Shibley: Well, this committee is particularly 





interested in that, Mr. Smith. Why do you say that you would hate 
to come up with a particular proposal based on those specifications? 


Mr, Smith: I think that I might have the best price 





and come up with a horrible_looking building that Hydro wouldn't be 
happy with. I think you really have to get a set of drawings and 


Specifications and you have to get people to analyse them. I thought 
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H 593 os 4 M.S. 


ight outline ‘and call subsequent real firm proposals, that 


wouldn't vary from, 





Mr. Shibley: Yes. Now, that's the point, Mr. 
‘Smith. Did you consider that the specifications provided to 

fou and the proposal that you were expected to outline to te ea 
“ge of a preliminary nature only? 

Mr. Smith: I don't see now could have been 
hnything but a preliminary nature, 

Mr Shibley: And that thereafter, as you describe 
it, much tighter specifications with drawings and so on, would be 


‘propounded and a selected few developers .ancasd 
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H- 594 - 1 June 20/73 
BOW 25, = Ons 0 am 


Crs 
Shibley)s 


s hopefully you being one 
bf Qo 
of a would be asked to zero in with a firm submission. 
Mr. Sthith: That is the way I expected it would 
en I was amazed they didn't go that way. 
Mr. Shibley: YOu say you were amazed they 
SEs, 


didn't go that way? 


Mr. Smith: That is the way I would have gone. 





Mr. Shibley: Yes. So now you are treating this 





effort as of a preliminary nature? 
Pies, Oren: YES. 
Mr. Shiibley: And you are acting on the representation 
py Mr. Candy that it is a bonePide endeavour by Hydro as 
a first step twwards making a selectiong of the developer 
Oo construct its building. Is that correct? 
Mr. Smith: I didn't mow how they could made 
a selection on what we pave them. I thourht they would 
come back and fet mre complete specifications and probably 
desirens from us. 


‘Wiwwenipeey: Yes, all right. 
SR ERE Tt > 


Mr.SMith: we recently quoted on a building 





and we pave complete specifications, drawinrps and complete 
breakdown of the entire buildinr and it seemed to be the way 
=O fO about it. 

Mr. Shibley: NOw in that connections In terms 
Of doing a buiddinre on a development premise is it not 
Common to have a developer proceed with a building without 


complete plans and specifications for the buildinr? 
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aD 3 

Mr. Smith: I don't think you would need 
compbete plans and specifications. You would need 
fairly comprehensive ones thourh. 
The Ontario Government calls housings. proposals, and you 
put in outline specifications and drawings and sketches, 
a You don't have every little detail detailed on them, 
as you do on a tendering process, Vi, you have @ fairly 
detailed plans and snecifications. 

Mr. ohibley: Mr. Smith, are you dea: this 
committee that whereas on a lease-purchase typ ransaction 


a 
whereJdeveloper@ a is involved he can proceed more immediately 


and with fewer plans and specs, but that more than was provided 
and available from Hydro was necessary even on that kind of 
transaction? 

| Mr. Smith: I would say SOgg definitely. 


Mr. Shibley: NO then, Mr. smith, do I take 





it then you were riven two weeks to work up your submission? 
Me. writhe That Ss rene. 


Mr Shibley: And what did you do in that respect? 








Mee Smith: What did we dolin that esto» TWO 








weeks? Our financial mangt puess he and Ietalked to 
Wood Gundy. OUr Puntos try & mms work 

up a cost of a building that would match Mr. Candy's 
specifications. Our purchasing department went to work 

on fifguringe cleaning costs and all the maintenance costs. 
We called Ree in and told him to work up his own 
maintenance costs. We called in a ie a forget his name, 


I've pottit here, but he was with PS odhetipscityen hared 


him as a consultant on maintenance costs. I believe we had 
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Heo 3 June 20/73 
10:25 - 10:30 am 
Cabs 
(Mr. Smith) 
a meeting with Mr. Candy just talking about elevators 
and mg maybe some finishes. So everybody in the company 
worked fairly hard for about two weeks. We worked both 
weekends and tried to put it together as Soundly as €=y oh, 
I talked to Gordon #@m Adamson and asked him if he would 
be a Eo eul banle@ actually I talked to Fred Fletcher up 
2 Zero 
at that Soccer I t# talked to Boris Seas, 1 fei ken 
to Bob Tamgblyn the consulting engineer, I @@®atalked to 
Mulvey and we ripped our own costs apart to see what we 
could come w with. So we worked pretty hard on it. 
Mr. Shibley: Mr. Smith, you've been food enough 


} 
to produce your complete file to me. 





we: 7 = re oa f a en 
a ; Feo a So Tn Suan ap eee NN fer => Sse me 5 





ross NT eee ee wea ee Te eR te ae eS ee ee sete ae * 


=—-sensae 


A A » 
i tee : =——— 
ee 
——s oes ee Me ST Naas gene Ca etnias ve oe a wees =: == Sse =:i>teheae 
a sate i ies ETE 


H595 to follow 

















we “4 saan 


gis meer utbriven an J anonot at auq of I 


9) eene ar 


ffvow ed Tt mid Netaw bas NoemstA sie = won 
ora - 


qu ip et el og bettad I Ekavtoa “wees 
Aare epi 
bedfed 1 ean ae eit od bested or I wm goto i 
ot belies ap I grasatnas wits fuenos one melo ry a 
i 
ow Sarlw s968 oF JINqd& B9#09 awo tU9 beqqtt ou be 
.9f mo bead ¥tt?ounn bextow ew 02 tie pee - 


tqgueds boos need av" WOR Mets ane -ysldtde oe 
Sh 26 


—( eaten aaa | 27 9 oft eveignes TWO | 


om 4 


wollot oF 





June 20, 1973 
LO 30-10 ° 35 am. 


® o 


as 


He 595 -— 2 
(Mr. Shibley) 
Be llave you any objection to my providing it as a complete 


exhibit to the members pf this committee? 
| Mr. Srith: No. 





Mr. SHbley: All right. I tell members of the committee 
oo 
the only document I have withdrawn from this file is a letter of 
ppinion referable to tax considerations affecting this firm 
which I don't think are important to the committee, as well 
as certgain correspondence and documents otherwise already 


exhibited before the committee such as letters between this firm 


Mr. Bullbrook: May I@ ask you a question? I have 
no objection to that at all; that is certainly your purview, 
fut the one thing that is going to be of concern to us is the 
tax implications of the developer's scheme of doing things, agi 
I take it that the letter that you are referring to is in 
reference to the internal tax situation of Ellis—Don Limited, 
which we are not interested in? 

Mr. Shibley: It relates to a tax question as it affects 
Beeneronyshould it have been selected to do this project. I 
don't consider its eonet ive value to be sufficient to outweigh 


. BF 
what could be (Brejudi cl aad 






AS 
met O this witnees#. 


Mr. Bullbrook: I think you can see my meaning, Mr. 


ad 


it is very germatiito us 


implications of the developer. 
2 


Shibley that 








igcbbsacdals : It is relevant and yet it is one of 









those cases where I feel the prejudice might outweigh its 


provgtive value ang [fT you don't feel strongly about it and of gow 
will rely on me in that respect «—/~—~- 


Mr, Bullbrook: I rely on your Judai?” 


Mr. Shibley: I think in fairness to the firm in question 
(Seteetseerceeeee 





the revenue department should formulate its own opinions withbut 
assistance 
the gitngam of Mr. Smith's supervisor. 
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f Mr. Bullbrook: I entirely agree with that. 
: Mr. Chairman: Ae you agreeable, Mr. King? Any 
‘comments? 
Mr. King: No, no comments. 


Mr. Shibley: Then what I have done, members of the 
sae. <P Way A 





{2 


committee, is meee AS a separate brief a brief of the whole of 
the document in the Ellis-Don file which I ask be made one 
exhibit. ThoseWwi11 be ready in a few moments, I would just 
like to go on with the witness for a moment. 

| Now I take it in general terms, Mr. Smith, that you 
put your organization to a fulleout effort respecting the 
making of your submission, fs that correct? 


Mr. Smith: Oh yes. 





Mr. Shibley: And in that connection one of the 
salient items that emanates from your proposal is your estimate 
of the cost per square foot of constructing this building. 
‘Imight tell members of the committee that of course the 
submission of this developer is already in exhibit as exhibit 
number 57(b) dated January 24th, 1972, and I want to deal with 
you on the question of your evaluation or assessment of the cost 
of constructing the building as laid down in the specifications 
by Mr. Candy, ad uld you please tell me firstly on what 


conclusion in that respect youpredi cated your proposal for a 


r 











lease-purchase transaction: 
I suggest you look at page 2 of your submission +~-- 
Mr. Smith: Yes, 
You dnaw- 
Mr. ae AN middle paragraph, /éarlier reference 


to the fact that you had built eertain buildings at varying costs 




















Tape H — 596 follows 





4 es ie : 
+ een 7. s Pay , 4 = 

























$09 Yo eredhras coh We € toa ea orithe 
hin efor sx? to 26ked W Yobed waeragen a eR Rae OE yee 
ano show se stow T MRM S02 Hodcertre $9 HE taemne 
faut bluow T ,adnena wel Ae vbeer ‘od LityseoHt 
_goemom s 0 weendiw adv Aatw ao oF 
wor tect? ,ofhet iM, pee Leveten of V2 ela’ T wou 7 
ait an?dosquen JooTe gvoefIivl s oF nobtes tnagio * ! 
¢Yowrroo tant 7] gro teatedue uOY 
-8oy, tO 2dvtms. am 
aid Yo sno agttcapned dada at ‘ba eyetdtas <1” 
edauitee “voy of Lasoqety they Mort sotansne sant onpon 
antblicd ett sattoettenos tc Yoot stavps tag dae 
.do eecuos Yo tate setdtenco eff to etednent tiem, 
st4teen co Stetetre ok Ybootls et seqoleveh afd? to dee 
i¢tu Dned od fouw T Gop .STOL does yudiaed bevad Taye 


¢ 


meceaae to WOobtaulsvs tuoy to aohtasup Gnae 


ele oni TI 
abetteotTiorge vr t nwob Sfal es gatbhitud eff gatvoote 
Pr Aw Seni? an haw Sanne nogy ‘OM ere «=, WE 
to pi tuo Hetwotbert4vot-Josquet Saa7 at 
 nottesensts onndo te 
40 few ted « to & Suea fa FOOL OY trogyus I 
sor insime ie ts 
fn #'tS ter ner @) “Ay ne ty Ay eibilia ong) ‘Tee ~. "ni 
agaon aciveay te gar iol meat efagres Situd Dart voy dans + " 


a — 


aswollal d07 = r eqaTt 






wy Kearse G&wy | JQ 


10:35 - 10:40 am 
CA 





—— ranging from the IBM building 
in London at $19.42 per square foot, Standard Life at $19.85, 
Thomson building at $22. Then you say;"We think that a building 
costing $26 per square foot would have excellent design and would 
probably satisfy the commission. We based our calculations on 
a building fore $26 per square foot, but we are also including 
costs for/building costing $24 and $22", 

Now would you please explain those figures g&m to the committee please? 
Mr. Smith: The Standard Life building in Calgary at 

$19.85, it was an excellent building. We had marble floors on the 

ground floor, mezzanine. We had outside gardens and eee terraces, 


eamemeage Mr. Candy 


had not told us to design an elaborate building. They wanted a 





functional, good office building. I thought that the Thomson 
building at $22 a square foot was a good-looking office building. 
And I thought, at that time, because wm I believe we had finishea 
the Thomson building then, I thought our costs would be along that 
dine. I liked the architecture on the Thomson building, and I 
thought we could duplicate that type of building for $22, So as 

@ bit of a selling point I added an extra $4 a square foot in there 
Q@mmemx which would give us approximately $5 million more to dress it 
up. And I thought that et¢h Webb Zerafa, and the group that [I 


mentioned ,_ 2=$hewehp 





j would do an excellent Job, because 

we didn't have to put rugs on the floors and the electrical 
Specification wasn't that tough, and so we could do an excellent job 
for $26. We did the University Hospital in Lendon, whibh is a most 
complicated structure, for approximately $30, 

Mr.Shibley: Mr. Smith, when you cited these figures, were 
they inclusive figures in"@ sense of including the cost of interim 
financing and also the cost of architectural fees? 

Mr.Smith: No, they were not. 

Mr. Shibley: So that the dollar per square foot figure set 
forth in your proposal did not include those items? 


Mr. Smith: That's right. It did not. 
ee. f 
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Mr. Shibley: What amount would be added in the overall 
“SERS 
to these basic construction costs? 
Mr. Smith: I think it 4s $6. Just about $6. 


Ry 


Mr .Shibley: $6P 








Mr. Smith: Yes. We worked that out yesterday. 





Mr. Shibley: Yes. When you say on page 2; 
"That our calculations of Dulaney 

Mr.Smith: You can work that out from my calculations that 
_ you have there. 

Mr. Shibley: Yes. So that what you were really talking 
about when you made your submission was a building which, on an 
inclusive basis, was going to cost you $32 or $34 per square foot? 

Meee Smith: Yes. 

Mr. Shibley: And notwithstanding that that was to be 
the inclusive cost to you, the rental rate that you BroROundee: 
was that set forth in your proposal? 

Mr. Smith: That's right. 

Mr.Shibley: Is that correct? 

Mr. Smith: That's right. 

Mr. Shibley: So that when you said you would propose a 
rental rate, I believe, of $4.48 per Square foot; I'm going by 


memory now; 4 


Mr. Smith: Yes. 





| 
Mr. Shibley: that was predicated on a building which would 


in fact cost Ellis-Don $34 to $36 per square foot? 


Mr. Smith: sata; would be $32, I guess. 
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Mr, Shibley: I beg your ee don: 


Mr. Smith: That would bef32. 
















Mr. Shibley: Well, wasn't that a figure which was 


nea 


predicated on the subsequent increase in costs to $30 «fii? 


missed 
Mr. Smith: I am sorry, Peeteoe the point. 


| Mr. Shibley: You were later asked by Mr. Candy 
to give the rates based upon a building costing $28 <4 and 
$30 fil per square foot? 

| Mr. Smith: Right. 


Mr. Shibley: And you did give those rates? 





Mr. Smith: Right. 









Mr. Shibley: And the rate you gave -- I had 


C Gee precise -- if you will wait on me. 





: rad 
I will deal with it one at a time. Dealing with your original 


| 
submission, you were talking about a $32.4 per square foot 


building in the overall costs? 
a Mr. Smith: That's right. 


Mr. Shibley: I am looking atyexhibit re ae eee 


nee 


dated February 1, 1972, being exhibit number 62, and Mr. Candy 
I am sorry, 


| a Geseneg 
nas computed ENS YYPUrE on which he has computed the rental 
ne : 
AO ; 
cost e754. 46 per square foot, jis that correct? 


Mr. Smith: On the "26? 
ell 





Mr. Shibley: It is about gpage eight of that 
im) SEE ESE SBS AIOE A 
memorandum of Mr. Candy's. This 1s his analysis of the four 
submissions made in January @§ -- exhibit 62 dated February 1, 
OK 
1972, 30 when it sets out capital cos th ($26 DS. the real cost 
to you inclusive of these other factors was to be @ $32 £m per 


square foot, is that correct? 





Mr. Smith: That's right. 





t Mr. Shibley: And in fact you were prepared to build 
7 A AOA SESS AKA EI 

ee building at such a cost, namely $32 g@8 a square foot, charging 
Hydro a rate of $4.46 per square foots 


Mr. Smith: That's CLighnt « 
TSAR LEI, 


Mr. Bullbrook: May I just clarify this in my own 





{ LAA. ‘ 
mind so that I am not imyapples~andsoranges situation again. 
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(Mr. Bullbrook) 





Ellis-Don's quote on a square-foot basis did not include certain 


items of cost to the developer Mer that Canada Square 


oe 


Corporation's square-foot basis did cost? 


Mr. Shibley: Yes, that's right and it is very 
material, Mr. Bulibrook. You see, the $34.8 figure cited by 
Canada Squarevand Mr, Genest can correct me if I am wrong gv 
as I understand it, is an inclusive figure so that after you 
reduce that figure by the elimination of the cost of financing, 
which runs to some millions of dollars, and also the cost of 
architectural fees, wh which also runs to a very sizable sum, 
you telescope it down to the actual cost of construction. When 
Ellis-Don submitted its figures, it submitted itgs cost-of- 

sonstruction figure of $26.4. § When it computed itps $4.46 - 


ate, it incorporated in that rate a charge for the ancillary 


figures,so Ellis-Don could just as easily, as I understand it, 







have submitted a proposal wherein it saidy its overall cost, 


ilusive of financing and design charges,would be $32 @® per 





| 2 
square POOE sesasy 
Mr. Genest: Mr. ia Sorry o 
he KH Se 
Mr. Shipley: Building of that cost, 








sbrepared to provide ie ae at $4 16. Is that correct, Mr. Smith? 


Mr, Smith: That's right. 
See ED 
Mr. Genest: Mr. Shibley, in that connection, I 





hope you will put to the witness exhibit 58 which is a 


Pc andum aac. Candy g on a meeting of the 2nd of February 


where it is ae baie te Coon. Candy, that Mr. Smith 
said that his price of $26.,@@ included architects fees and 


lu. 
Interim financing apRees 2 “& payment to guarantee a bond issue. 


Mr, Bullbrook: Well, the question there 159 Mdpsiabs. 
ots a eaten 
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ir. Bullbrook) 


lat do we mean by price? Are we talking there about the price per 
square foot or are we talking about the cost to Hydro sesseee of their 
Patal cost? Unless Mr. Genest can help us here, we might have 

to call Mr. Candy back, but that's the salient aspect of the word 
"price" | 

| Mr. Shibley: I must say I was going to come back to this 


SIRES TERE EAS 
Rehibit eventually, but for the moment I want to know what Mr. Smith's 





Present position is in that connection. Dealing first with the 
February 7 memorandum of Mr. Candy, I want the committee to under- 
stand, Mr.Smith, that - you see, the rate per square foot in this 
schedule is not a mere division of $26 times the square feet with 
factors applied to coke to a $4.46 firure. When the $4.46 rental 
figure is worked out, a number of elements entered into it, the cost 
0: construction, the cost of financing, the cost of architectural 
fees, etc., the maintenance costs etc, 80 that it's wrong to think 
that that figure is wholly the creation or result of the $26 item. 
And what is happefiing here, according to what Mr. Smith is now saying, 

that it was going to cost Ellis-Don $26 plus $6 per square foot 

for these anciliary items to build this building, and it was going, 

to be provided at $4.46 per square foot. Is that right? : 
Mr. dg Smith: That's right. 


SEAS BES: 
Mr. Shibley: Now, _, 
Mr. Bullbrook: I want to start by this. I really think 


eSB AER ET EO RRL 


It's important. Right? 





Mr. Shibley: Sure. 
Mr. Bullbrook: I know you are going to come back to 


Exhibit 58 and I know that your—, 






Mr. Shibley: I can't hear you. 
See cacgnen ct TE 
Mr. Bullbrook: I'm sorry :=,I know you are probably coming 





Back to Exhibit 58. | 
Mr. Shibley: I'm going to right Rage now. 


Mr. Bullbrook: Are you? Because if we are buying two cars, 


CD Ko IPED AT EDIE LEE ELI AP LIT HEED AT BOI 


bow like a Buick and a Datsun, I want to know what the cars are going 
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H 598~2 June 20, 1973 
10 4B e 10:50 am 
JLP 


to cost. fr mean, we have so much evidence as to the Subjective 


Mr, Shibley: Well, I think it's a9 little -dsjgpee, dif- 
ferent than the example you five, ff think you are wondering whether 
you are Betting a car with or without wheels, 

Mr, Bullbrook: That's fine, very well put, Okay I'm 
Sorry, £0 ahead, 

Mr. Shibley: tr 1 £ 
Exhibit 58, 


Re have the witness presented with 





Mr. dB Smith: I have that. 
Mr. Shibley: You'll notice, Mr, Smith, that Mr. Candy 
reported on February 2 as follows : 
"I discussed yesterday (that would be FebRtary 1) with, Don 
Smith the Proposal they Submitted, and he advised that the 
following items are included in ®his price, Cost of buildings 
architects fees at 6 per cent; interim financing Criieceeeer est 
~ 8 etitiie during construction ty 3 Million~ desea pay- 
ment to Wood Gundy to Buarantee bond issue in three years at 
fixed interest, $1 Million; the payment of water bills for the 
building is included in the rental figure, fr cave ‘Smith a 
copy of the requirements and conditions ineludea in the memo 
to the Chairman dated February ioe and Smith advised’ he was 
aware of these evens 611 of which he had taken into account 
wkgay preparing his price, 
rr asked Sai th to write me a letter Stating the increase in 
rental “for a building costing $28, $30, $32, and $34.77 « 
Now, Starting with the first Paragraph, when he says 
OU advised him that the following items are included in your price, 
ere you talking about the price Per square foot of building the 
ullding, or were you talking about price ing terms of rental cost 
°F square foot? 


Mr. de®, Smith: I Was talking in terms of rental price. 
at's what they're going to pay. 
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H 598-3 June 20, 1973 
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JLP 


Mr. Shibley: So that to correctly interpret this memoran- 
‘Green 
dum, what you are telling Mr, Candy on that date is the rate per square 
foot per rental of $4.46 was an inclusive eee 


Mr. 968 Smith: That's right. 


Te 
Mr. Shibley: And that's consistent with what you are 
qo pee PSSM TASES 

2 


telling this committee today. 
Mr. #9 Smith: That's right. 
Mr. Shibley: Now, did Mr . Candy understand that? Because 
I gather from Mr. Genest's interjection that he believes Mr. Candy 


thought that the $26 was an inclusive price, 





(Tape H 599 follows) 
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10.50 = 10.55 am 
H 599 = 1 AA 


(Mr. Shibley) 








MIC Bg i" 7 _ Q 
Mr. Smith: I was never asked C BMBIEEEEES 








architect's fees and gessicae sl: charges begaty $26 a square foot. Tie 
Gil wos in my price ae Tt said it was and I-was willing 

to show Mr. Candy our figures, Besayae dn my proposal, I 

am comparing buildings on a square foot price and certainly 


those prices don't @@am@ 





include financing or there is 
grt ude 1 Des 

no way there can. I don't sfinancing and architect 

fees but Scone 


Mr. Shibley: But when Mr. Candy was asking #what 





was included in your price, was it clear from what he said 
to you that he was asking about the rental rate, or was he 


asking you Wex##/#Mabout the cost of constructing the building? 





Mr. Smith: Weli, my wddrecollectiong is he was 
asking about the rental rate and I thought that he was KG AL 
wondering if we had everything in our price. 

Mr. Shibley: Yes, but ake that is the word we have 
to have defined, Price, in your mind at Least, was the rental 
rate. 

Mr. Smith: That's pight. Sweeneweder- I thought # he 
was making sure that we hadn’t made an errar and Wasie have, 
aéYeverything in, That was what I thought. 

Mr, Allan: Mr. Chairman, I wonder if I eould have one 


iar 


bit of clarification. in comparing tieacostofethmepvoress 








4% the possible cost @ of this building with other buildings that 


had been built, was there any profit item in the other buildings? 


= 


Was that the cost to the personfor whom the building was 


bulit or was it EI Tost? 


i Mr, Smith: Oh, the cost, Mr. Allan, ineluded our profit. 


er 





(Te A = 
Wine figures I quoted on Standard Life , [in Wy were the 


contract Me a EE included our profit. They were the cost 
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10.50 ~ 10.55 am 
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(Mer. Smith) 
of the buildings,to the owners, 





Pees 
saat 





Mr . Alian: So that imeave there is a bit# of apples 


Sess 





and oranges then. 
9 
Mr ./m@@véShibley: The two plans isn't it. 


Mr. Smith: iI never knew anybody who didn't charge 





2 ob a 
profit though. Mo body bursrkh Rot _, 


Mr. Allan: We were told that probably in a proposal 


Soy ol 


like this, the profit was made on the rental. 





Mr. Shibley: That is correct. In other words, if 





you werelie@eeae to eliminate the profit factor from the 
figures that you mentioned in your proposal at which you 
had built fithese other buildings, those figures per square 


foot would be something less than the Pizures quote f-? 





Neglibible though, three per cent. 


a 





Mr. Shibley: Three per cent. 


(oe sec 


Mr, Smith: Right. That is overhead and Prorit. 





You have got to charge overhead and your profit is one 
/ 
per cent so that would be the reduction, If you took profit 


out, it would be one per cent on ours 
Mr. Shibley: One per cent! 
Mr, Smith: One per cent is the prof4t. This ean 


be verified from the other ouildings that we have done. 








Mr, Shibley: Well {i commends, You mee are wmgeiworking 
? ay, 


= ¥ 





- a very narrow margin. 
' Mz ° Smith: I think it is Laas GeV ay ae! ee at y 


Secrecy rasmeyaememeennnene 


min the industry. 














Mr. Bullbrock: Just for the sake of my understanding, 
a ad 
av to this @eivery relevant question, can we assume then from 


the resbnse of Mr. Smith that notwithstanding that this is a lease_ 
A ] 

Wei purchase and the others were on a contract to tender 
that 
basis, £¥/#/still included in his price here as an item that 

5 of ade 
Ould be called "profit" on the building Ytseif. J 
‘\ 
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(Mr. Shibley) 


Mr. Shibley: 


ee 


him that. 


June 20th, 1973 
10.50 - 10.55 am 


Ho ag9 = 283 AA 


We haven't got to that but I will ask 


E/Mane dd /¥b /MAKe 


Mr. Bullbrook: Don't do it now. I am sorry. 





<S S 


Mr. Shibley: 


erates ent 


Oden 
Sommittee. that I feit throughout and I think this is the best 


I wanted to make it clear to the 


witness to clear this up that when you iocok at these schedules 


you ought not to automaticaily presume that the comparison 


of $26 and $34 is a true comparison. You are not talking 


about the same thing i 


is talking about 





* One builder 


$26 as a cost of Masv@eeconstructing the 


building and the other builder is talking about the cost 


of constructing the building, plus his financing, plus 


hi s SB yh, Sih ii SOE y aw 





exarchitectural fees because this builder 


is tellingjou that if he had given the rate @ per square 


LEAL O ry 


foot inclusive of those other Wiles? his figureg also 


Vo 


_ would have gone up to $32 a Square foot from the outset, 


Andieges. Jo I take it, M 


yi om 
say and applying let 


a 


Po oma cas that ee what you 


hae 
"8S 


Gaal = 


s4y to a eae Se $34 Weed /which 2s 


)an inciusive figure, what is left for construction of the 


/buiiding is $28 dper 


| 


Mr, 
—— 


Mr. 


be 


Mr. 


C— 








BOER Ley: 


J 
prctine! 


Shipley: 


Smith: 


ee 


Se 


sgjuare Toot, 


That ’s ripht. 


And that @migae@-compares to the $26 you 


That's right. 


Now, you #uvsddudnty dul ddd oud sues dort 


Subsequently did quote on the basis requested by Mr. Candy, 


‘did you not? 


7 





Mr, 


smith: 
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H-600 - 1 June 20, 1973 
10.55 - 11.00 a.m. 
M.R. 





C(wr. Shibley) 


Mr. Shibley: And for a $28 building, what was your 








quotation? p 

; Mr. Smith: $4.71. 

. Mr. Shibley: Now then,can I take it that at $4.71, 
“you were prepared to provide a building which in the overall, 
: 


_ Ellis-Don $34 per square foot? 
7 Mr. Smith: That's right. 
: 


Mr. Shibley : That's correct? 


Mr. Smith: Yes, including architects fees and 
















finance charges and everything else. 

Mr, Shibley: And of that $34 per square foot there 
would have been $28 available for the construction of the building? 

Mr. Smith: That's right. 

Mr. Shibley: And that would be $6 @g more than it cost 
to construct the Thompson Builiding? 

Mr. Smith: That's right. 


Mr, Shibley: Now, having regard for that disparaity 








in cost of construction.=. $5 @@.-.what, if anything, can you 
tell us as to your ability to m incerporate additional features 
into this building? 


Mr, Smith: if talked to Boris derafe at the time , 





= I think Boris is an exceilent designer or has an excedient 
firm of designers and he thought that gy he could come up with 
something quite exciting for $26 building construction costs. 

That was what we based it on. And we thought that 
he could come up with something quite exciting ag@for that 
price, maybe a little less. 


Mr. Shibley: Now I must tell you, Mr. Smith, that 





ultimately your submission was compared on the basis of the 
figures submitted for a $36 per square foot building. 
And I take it that in your thinking that kind of a building would 


wave cost you in the oseke Wap 22 per square foot? 
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H-600 - 2 June 20, 1973 


10.55 ~- 11.00 a.m, 
M.oR. 


Mr. Smith: That's right. 
Mir, Shibley: Is that right? 
aR a ee LO 

Mr. Smith: Thatts right. 


Mr. Shibley: These other factors don't 
ee ey 
Mr. Smith 


Vary © 
I don't think SO ,eex do they, Dave? 


Mr, Shibley: “ocr OXCept to the cost of financing? 


Mis aii ths 1 guess they would vary Proportionataly, 
maybe. 
Mr. Shibley: Yes, 


Mr. Smith: Percentage-wise, 
sats SP Distt aibalg 














Mr. Shibley: Architectural fees wouldn't, but cost 
owt AS hensicalendaalatied 


of finaneing would?’ 


Mr. Gemeaxkx Smith: No. 
OQF 


The architectural fees 
So 
are a per cenk so they would/up ene 


Mr, Shibley: Oh, I'm sorry. Yes, 
ine 


Mr. Smith: They might go up that per cent more. 
Mr. Shibley: Yes. All right. Now then, in that | 
Ree aie of 


Mr. Smith: Yes Qo 


Mr, peau tee teu are now $8 higher than the Thompson 


Building and a full $4 more ing you originally contemplated 


WOuld be required to buiid™ Scaltty Of building which Hydro 
equested, 

Mr. Smith: That's PLent. 

Seo aaaae 


Mr, Shibley: Is that right? 





Mr. Smith: That's rigne., 

My, ye Shibley: Did you appreciate that when the 
OMparison Pas made. was to ve made, it would be made on the 
"aSis of your quote for a $30 cost of construction? 

Mr, Smith: I think at the time, Mr. Shibley, I 
merely thought they were just trying to get more information 
Sefore they made up their mind. 

Mr, Shibley: Now then, whfle we are on the cost 
a 


mee tuction 7 would like you to assist the committee, if you will, 
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with respect to the building now under construction. This is 
a building that has been described as being 19 storeys in 
height. You are familiar with the total area involved, 
Mr. Smith: Yes. 
pense. \ xoulate & / 
Mr, Shibley: «a, in terms of mesbel-area and so on. 
And can we take it that you have made some study of the 
basic concepts which are incorporated into this building? 
Mr. Smith: Yes. 





Mr. Shibley: Would you please assist the committee 
by applying your expertise as to whether you think this 
building 
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H-K601 — 154 
(Mr. Shibley) 


is a difficult, expensive building to ponatrugt.or has 





features which permit its construction economically and at 


i 


less expense 

Mr. Gegnest: Which bilding are w talking about? 

MY. shibley: Weve taki, dear ie il beei Iden 

MBA TBEGok: CAnada Pe Pesaro fh building. 

Mr. ages: I don't think it's that expensive 
a building. 

| Mr. Shibley: All right, now, you are going to have 
to give particulars and reasons for that opinion. 

Mr. Smith: gemie IT haven't seen the drawings and 
specifications; I do know what Mr. Candy required in his 
specifications, jap 

Mr. Shibley: Yes. 

My eusmith: 42, and applying them to that building, 
and I haven't done a detailed Vake-off , vyidicpnenston was it 
could probably be built for about $24 to $25 a sqaare foot. 


Mr. Shibley: Now, you're talking about Ante 





Mr. Smith: That's Only css, 
acer 
Mr. Shibley:]tonstruction costs. 


Me .aSmith: (Yes, .thatis only an opinion, because TI doiey 





Mr. Shibley: Yes. You are talking about construction 





costs’ 


Mreawombth>shYess 


MpyeShibley:. So a a inclusive of these other 
—oseronenteieesercmeeere: ot 


pe ea rou are talking ,ggjm an overall cost of $30 to $31 per 
7) » ‘ 





square foot? 


Mr .Smith: That's right. 





Mr. Shibley: Now why dott 





Mr. Smith: It might even be built cheaper, but that 





@rias just an opinion from what I'd bntcy 


Mr. Shibley: NOw, you must!¥e had reasons for 
ee 





formulating that opinion, Mr. Smith. ¥I'd like to know what 


they are. 
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H-601 - 2 
Mr. Smith: We have a rough idea how much the 
ST 


structure should cost. We have a rough idea of what the 


Buk 


electrical should cost; [the mechan sgag and we have a rough 
Wa Ss 
idea of how much the curtain sighsiasitemmas cost Fepaatmsip the radnanessedescsy 


Structure being Sm the concrete. And again, from the 
specifications we had from Mr. CAndy and from what we assume 
was going into the building, it was from those items that 
we thought it could be built for $24 or @ $25 a » square foot, 

Mr. Shibley: NOw, is the height of a building a 
factor in terms of cost of construction? 

Mr. Smith: 2m Wert Spee ay the height is. 
I think when you are getting into Gatwere Csirts and things 
like that, im it is a factor, Bat the Standard Life in 
Calgary was 27 floors and once we got rolling on it we 
made good costs,and so wag I wouldn't ex I think accessibility 
is a cost, you knows if you can work around it, you can 
Suport your cranes. Standard Life wes 27 floors. It went 
very quickly. The Thorigson Building went quickly ‘bute it 
was confined, pL ee more expensive than ae ought 
it should be. But it was confined and we knew that. 

Mr. Chairman: Mr, Shibley, I beara Sees he 
taligg” about a rough idea, what he' s yaiming for. 

Mr. Shibley: Yes, that's sage 4 9 5 


Mr. Chairman: You are coming to that? ® I think 





we should know what that rough idea — in case later we find 


4a not ver yap 
aeskeseteoers(C lose . 





Mr. Shibley: Well, I was feoing to ask. YOu said 
$$$ 
you had rough ideas. Did you get any figures as to the 
cost per square foot & of the mechanical installation? 


Tamblyn, 


Mr. Smith: Yes, I got figures from Mr, 
CRE CECE SoC) 


4m the consulting engineer. I asked him enim 


es es I tried to figure we could build 


a building for $22 or $24 or Sepihie $26 , yn without confirming 





this with Mr. Tamblyn cs I tried to reach him yesterday, | 
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H-601 ~ 3 
Mr. Shibley: Yes. 
Qari 1 SE ; 4 4 
Mr. Smith: Now the figure could]%50, 7460 or 1480,_. 
in that area. em I thought I had it written down, but I 
just can't find it. 
Fe 
Mr. i Genest: Mr. Chairman, boomy 
Mr. Shibley: Would you A150 aosy 
Mr. Genest: MR. Chairman, Mr.Shibley, I don't 
think I've been obstreperous to the committee up until now, 
but I feel I should make a very strong submission at this 


stage, 9 





(TApe H-602 - 1 follows) 
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H-2602-1 

(Mr .| Genest ) 
emp I don't mean any disrespect to Mr. Smith, who was 
answering the question he was asked, but my respectful 
submission is that this type of evidence is extremely 
prejudicial and will lead to plastered headlines, and is 
based, really, on opinion that would not be allowed to be 
given in a court of law because of the lack of study which 
Mr. Smith has quite fairly and frankly admitted. He has 
not Bee hie detailed take-offs, his impressions of the 
costs from Mr. Tamblyn are inaccurate ,g he has again 
admitted that; he does not know what the figures are j__, 
he has not seen drawings or specifications: he is giving 
an impression, and it is going to be represented as an 
epxert opinion; and I submit that that ought not to be 
pursued. My submission is that this is extremely 
prejudicial to Hydro and to Canada Square, and that uniess 
we have witnesses here who have made a detailed study and 
can give an expert opinion baséd on expert knowledge, this 
type of evidence ought not to be adduced, 

Mr. Shibley: Mr. Chairman, I might say that I 
have yet to be provided with the break-out that I mpgam 
requested some days ago, that I understood had been compiled 
by the firm of Hanscomb Roy. TI have asked previous witnesses 
whether the plans and specifications had yet reached the stage 
where a builder could pick off a precise quote. I have been 
told that this is not yet the case, I would have been 
delighted to have been in a position gto instruct someone 
expert in the building field, to make the precise analysis 
that My. Genest would prefer. TI would prefer that myself, 

E My difficulty emanates from the lack of particulars 
which Hydro is even yet able to provide in that respect, 
On the other hand, we do have this much available 


to the committee, and if you think that the premise is not 
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B.A. 

(Mr. Shibley) 

established for witnesses to give this type of evidence, I 

am quite prepared to eliminate it from my line of 

questioning, but, for want of something better, we do have 

Mr. Smith whose firm, as you will see, made a very intense 


study of the cost of constructing aw building in terms of 
the specificadions laid down by Mr. 





i Candy and 
upon which specifications, and in respect of which lab Oe 


Hydro, in fact, made its final determination as to who 





should build this buildine. Now, iff Capers pemeumnomesls: 
piucserd 


fie the specifications as laid 





down by Mr. Candy were considered by Hydro as adequate 

to enable proposals to be submitted which were, in turn, 

to be the foundation for tha selection process, then surely 

the developers who examine into those specifications and - 

formulated conclusions as to cos® are equipped, adding to 

that circumstance, their expertise, to give the very sort 

of evidence that I am taking this witness through at this 

time. What this witness is saying is, Having regard for 

all of the input that we made with respect to the specifications 

afforded to us, and our understanding of what is eoing into 

this building, this is my enietans ann of course, it is nothing 

more than opinion, as to what the cost of construction should 

be. If, later on, Mr. Moog and his organization come forward 

and say, as I expect they likely wili, that "Wes, but when 

Mr. Smith gave his evidence he could not have had regard for 

the fact of these special features, items ak one through to 

six, the cost of these being X, Y and Baas therefore his 

calculations are wrong. that is fine. But, at the moment, I 

think this committee needs some help from the only people 

presently available, and I say they are the only people because, 
as I say, we don;t have anything in our hands yet, to submit 


to @ building expert. 
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B.A. 
Mr. Genest: Well, I just have one last word. 
oad 
My submission on that , Mr. Chairman ,_. Sais perhaps @ I 
can translate it to language which lawyers might understand, _. 
wpenatenees is that what Sf is being asked of Mr. Smith 
is like asking a lawyer to give an opinion, and he says, 
"Well, I haven;t really looked at the statutes, nor have I 
looked at the law, but my impression is this”. And in my submission 
you can ask anyone that and the opinion that results, and I 
tae 
emphasize again gp I mean no disrespect to Mr. Smith, is 
not of value and is highly prejudicial, and I ask for 4 
ruling on it, Mr. Chairman; 
Mr. Chairman: Mr. Genest, your point t« has been, 


1 think, well taken and I, as you know, got into the act zo. 


(Tape H-603 foliows) 
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the vane aon ae 


aiaalr I would hope that would be forthcoming because I don't know 
how we are going to compare it with what Subsequent witanesses 
might say unless we have from Mr. Smith the figures on which he 
based his calculations. 

Now I am not happy, and you are not happy, that we should 
get expert opinion evidence based on so little opportunity to 
Study the building, mwt)kgilpagm &vidently this is the basis 
on which Hydro proceeded, or seems tojproceede™ and Sige as 
long as Mr. Shibley is going to try and bring forth more evidence 
from Mr. Smith as to what basis he based his calculations on, 
tums I think I will let that line of question proceed, But i 
think we should get enough evidence from Mr. Smith to pxrapaxa compare 
later on with subsequent witnesses. 

Mr. Shibley: Mr. Chairman, it may be of assistance to 

: immediately distribute the working Pile of this firm containing 


/the documents which show the depth of study, if you like, that 


ad 


was made in order to compute its costs, ete. 
Mr. Bullbrook: In connection with the Canada Square 
RRR RS cents tremens car, 


building? 


Mr. Shibley: In connection with the new head office 
building as laid down by the specifications delivered by Mr. 
Candy in January and February of 1972. 

Mr. Chairman: Ali right, but I would still like tsxaea 
fis to get the information as to the streture, a rough idea of 


the cost of the structures tne curtain wall, etc., that he did 
¢ 


52 C1 ne 
Mention. Are you wanting this to be an exhibit? I t 


to be exhibit 170, and that is the whole file? 
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Mr. Shibley: That is correct, All right. Now 
returning for the moment, Mr, Smith, you mentioned that you 
had spoken to Mr. Tamblyn respecting mechanical, and mone you 
also obtained a figure for electrical? 

Mr. Smith: Yes, I talked to Mr. Uphernr iat Aaa lis at the 
time that we put in our proposal he stated he could design @ 


— 


imines the electrical in a buiiding for $2.25. 





Mr. Shibley: Now this was an electrical installation 
that complied with the specifications laid down by Mr. Candy? 

Mr. Smith: That is TAPht 

Mr. Shibley: And Similarly with respect to your 
figure for mechanical, that figure was a figure provided on the 
basis of those specifications? 

Mr. Smith: That is right, but I haven't confirmed 
that with Mr. Tambiyn. 

Mr. Shibley: Is Mr. Mulvey aiso with Tamblyn, Mitehell? 

Mr.Smith: Well,he has a separate firm but REWORK A 
they work together. 
| Mr. Shibley: Now then, Mr. Smith, am “ correct that 
it is the same firm of Tamblyn, Miteheli which tay current iy 


working with Canada Square on this very building? 






Mr. Smith: That is right. 
eee ea 


Mr. Shibley: So that these figures emanate Ree from 
meen P 
HA OG 


ee z : 
he same engineering firm apéis involved in the actual structure? 


Mr, Smith: That is right. 





Mr. Shibiey: Do I take it that these are very basic 








%, x ff Anal 

lements in the cost dumdmeaiiney << ai i, 

Mr. Smith: Yes. 

Tee ere 0 of 

Mr. Shibley: When you taik about the structure itseif 

memeber 
ou mentioly Gonerete. Is that a factor respecting which coBte 
Pluctuateg? 
Mr, Smith: No, not that much, 

ee 
i Mr. Shibliey: Not that much, So that now we have got 


the cost of the concrete, the cost of the mechanicaf@électricals 







we ‘‘ 
i va wa 


felt 
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(Mr.Shibley) > 


what elase would you require to know in order to reach your 
rough estimate? 


Mr. Smith: You would really need some outline drawings 


and specifications on that building. I can't 4+——, 
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Mr. Shibley: It has been said that there is to be a mirror i 
curtain wall which is very expensive. Can you give any estimate 
of the cost of that type of wall? 

Mr. Smith: I believe my thought on that was that it would 
cost an extra $1 a square foot. 

Mr. Shibley: That is in excess of $1 million for the 
building. Is that correct? 

Mr. Smith: Yes. Over standard curtain wall, I thought it 
would probably cost an extra $1 a square foot, yes. 

Mr. Gaunt: Just on a point of clarification._, 

Mr. Smith: You have to measure things, and take them off. 
But my opinion was that it would cost $1 a square foot on building 
space. 

Mr. Shibley: When you gave that figure iw 

Mr. Genest: Extra? 

Mr.Smith: Extra, yes. 

Mr. Bullbrook: Over the standard curtain wall. 

Mr. Shibley:” When you gave that figure of $24 or $26 a 


| square foot, was that inclusive of the extra $1 a square foot? 





Mr. Smith: I think you COULG | pidasstiteuendcomstay 


pore re eee 
me. include that in the @@ $26 building. 





| Mr. Chairman: Mr. Gaunt, you had a question, a point to 
| clarify? 
Mr. Gaunt: Right. And my point, Mr. Chairman was this. 
What do you include in cladding costs? Would the curtain wall be 
a cladding cost item? 
Mr. Smith: Yes. 
Mr. Gaunt: So that the $1 per square foot extra would be 


7 


over and above your basic cladding cats‘ 


Mr.Smith: Yes. 





Mr. Gaunt: What is your basic cladding cost? 





MR. Smith: I would say $1.30 a square eke Jc ai bi eS | Be 


Mr. Gaunt: What about elevator costs? 





Mr. Smith: I beg your pardon? 


ee 
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Mr. Gaunt: Moving away from that, just for a moment, what 
about elevator costs? Do you have any figures on that? 

Mr. Smith: We had elevator costs at the time per square 
foot, ama We got elevator costs from Otis. 

Mr. Gaunt : And you have a square foot pricd for 
architectural costs? 

Mr. Smith: Well your precast is in your architectural 
costs. I ws really taking it from buildings that we had done of 
a@€ comparable size. 

Mr. Gaunt: Okay. So that the architectural cost would 
actually be built into the structurel cost, would it? 

Mr. Smith: No. I would say the structural were separate; 
am@@ the architectural would include your glass and your glazing 
and your precast and your elevators. They are what we tlould include 
in the architectural costs. 

Mr. Gaunt : So that all of the costs you mentioned would 
include architectural costs? 

Dire Smith: Yes. 


: Back to you, 
Mr. Chairman: TAARKXXOH - Mr. Shibley? 








Mr, Shibley: Mr. Smith... 


Mn SRP TSAO 


Nt OO 
Mr. Genest: I'm sorry. Did at gat a figure of elevator 

















costs? 
Mr. Chairman: I'm sorry, Mr. Genest. 
| aaunts 
Myr, SmZkH2xX Yes. 
Mr. Genest: What was the figure? I didn't note it. 
Mr. Gaunt: $1.30. 
Mr. Smith: Precast. 
Mr. Genest: No, for elevators? 
Mr. Gaunt: Oh, I'm sorry. 
Mr. Smith: That was precast. 
Mr. Chairman: Mr. Shibley tells me that he is going into 
dhese 


Gem, figures. I wanted him to give me how the $26 per square foot 
was arrived at. And I think you say, Mr. Shibley, it is set out 


later on in these documents. 


Mr. Shibley: We'll get into the documentation in a moment. 





ey 


i I just want to talk generally. 
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Mr. Chairman: And I think on that basis, Mr. Genest, that 
will give someone at a later date an opportunity to say whether 
that $26 is there or not there. 

Mr. Genest: Mr. Chairman, I'm a little confused. I thought 
that Mr. Smith was being asked what it would cost to build the 
Canada Square building. Thatis how this exercise started out, as 
I recall. And now we seem to be back into his cost of building hak 
the building he was going to propose. I'm confused. 

a lot of 

Mr. Chairman: On the basis that, I assume Btckpexusnenk 
the requirements are the same for both baildings. y 

Mr. Shibley: The specifications for the building were the 
same for the four developers. 

Mr. Genest: But I think it should be made clear whether 
Mr. Smith is talking about the Canada Square building, as he has 


seen it, or the building he was going to put UDP . 


a 


C tuto 
when we oon Le Mr. Smith's figures on his cadceutattons for—s.. 
byilding—then... 


Mr. Chairman: I think that is quite fair. In other okay 


H-605-1 follows ~. 
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« Chairman) 
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| calculation for a building, then we should differentiate whether 
this 


is for his building and how Canada Square might differentiate 


rom that. I think that's fae, 


Mr. Shibley: For the assistance of the committee, 
nen 


don't know how much turns on this in any event because I take 


it that this witness's evidence is that the cost to shim was 
going to be $32 @%@ per square foot , 126 plus tak, and when you 
jeompare that with the $34 that Canada Square has quoted 
there is now a divergence of only $2 @@ per square foot, and the 
weal question is whether at really the same cost of construction, 
or within $2.48 of one another of cost of construction, this 
company was prepared to build a building of the same quality 


§ & Canada Square at equivalent costs at a lower rent, because 


ra 
~~ © 
even at $28 O@=—% per square foot plus Leg eae these other factors, 


® rate worked out to $4.71 as compared to $4.94 by Canada 





Square. 


Mr. Genest: Yes, but this is not the way this 
rns srereer eee teed 


exercise started out, with respect, Mr. Shibley. 


ised 


The witness 


A,his impression was that the Canada Square building 


ie atine $24.4) to $25,4@ per square foot 











Mr, Shibley: Yes. 

Mr. Genest: that's what I have down here, 

Mr. Shibley: The cost of construction. 

Mr. Genest: Now, are these figures now his estimates 


) what's going into that building that we see on the flocr here? 


Mr, Shibley: Yes. 





Mr. Genest: Or is it a building that he was proposing 
in 1972 be buiit? 





Mr. Shibley: The factors we are talking about, Mr. 


a eee nal 


enest, are very basic gg factors which are common to the 








K&D 
ntarto “iiead Office building no matter who built it, That's 


(Y understanding, ds that not so, Mr. Smith? 
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Mr. Chairman: There may be a difference when we 
ie eae ata ee 


come to such things as curtain walls or special features that 
PRESUMABLY THE 






the Canada ase building has, but costp oF 


the concrete the Same and the same specifications for various 
other items. 


x, 


Mr. Genest: But if we are poing to get into 
Sst 


air conditioning and dcuble Siazing an 
THIS “TH ialbe STOR CYT. 
be hard to KEED a ams it seems to me. 


d so on, it is going to 


Mr. Shibley:  bigzgmmapermrsiess: 
SAE SSSR 





9A A Si sn Meee ne tea 


Mr. Genest, I thought 
we had our touch stone when we relied upon the specifications 


provided by Mr. Candy, isn't that so? 


t Mr. Genest: I am with you, Mr. Shibley. Tf we 
! =e 


are sticking to that, 





that's fine, I mean, subject to my earlier 
hate 
sbjections, but eis certainly confusing to me is that we 


are not distinguishing between what Mr. Smith was going to 


ave in mind dake building, in 1972, on the basis of his 
roposal and what he sees now, because that's the way it 
tarted out, aust it we can then depart from the way we started 
ut, I will be quiet because I will be able to follow the 


vidence. 


Mr, Chairman: When we are coming to figures, we 


| es 


ill have to get both figures for the buiiding Mr. Smith was 


ing to build and how it Mie might differ from Canada 


| 
i 


Square . 














Mr. Gaunt: Well, Mr. Chairman, may I »fust elari 
3 


PRY 





ce) 
4, 


| my line of questioning ; 4 WaS predicating my questioning on 
‘pe basis of the specifications which were issued to Mr, Smith 


Ontario Hydro | and I presume that these same specifications 








ere issued to # ail other developers. 


| Mr. Shibiey: That's right and I must say I Was Ay 
] EAE ER el ys 











bing on the same basis, and if Canada Square comes along later, 
: I mentioned before, and says ~"yes, but in addition to what 
he Specified, we are eRe in this building a certain 
Wmber of additional design, mechanical and other features that 
fd to the cost ,’well that's fine, 


Gyms Genest: I am sorry to take up the time 





' the committee. I thought it was important to clarify that, 
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Mr. Chairman: I think your point has been well 
SSS ESI 





Mr. Shibley: Now then, Mr. Smith, again, in 
terms of cost of construction, is the amount of area per square 
foot built into any structure an element that enters upon 

8s cost of construction? 

Mr. Smith: An amount of area per floor you mean? 
Mr, Shibley: Yes, per floor. 

Mr. Smith: Well, I would think the larger the 


Floor is, you can get more re-uses,. You can get a good run 


that building where you have got larger floors, 


(H-606 to follow) 
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(yer Shibley: Does that reduce your costs? 

Mr. Smith: nee, it does. 

Mr. Shibley: And would that be the case with 
respect to this particular building? 

Mr aeomith Yess I don*t really think it 
would be that appreciable, but I would think it would 
reduce the structure a bit. 

bud ding 

Meese ChadrmantweThis parti cul ar waa Ts 
Canada Square? 

Mr. lity Smith: @ Yes or any building if 

THE 
we designed tam building it would still be a little bit 
cheaper on the structure. 

what 
Mr. Shibley: Now you know ‘waaée-the interior 
1S that 0S A 
fintst@g titended for this building? 
Mr. @i@% Smith: Yes 
Myre Shibley: What is it? 


Mr. @% Smith: I believe sheet rock on the 





exterior walls and I believe there is vinyl on the sheetrock. 
It has an acoustic ceiling with fluorescent lights. There 
is no underfloor duct’ work and the electrical is to be 
_ run down with jiffy Saves from junction boxes in the 
ceiling. I believe the columns are exposed concrete or 
textured concrete. The floors are exposed, tivel-finished 


concrete and I believe there is tile or brick pavers 


around the elevator lobby. 
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Mr. Shibley: ‘lave you any comment to make 
respecting those finishes in terms of cost? 

Mr. LEY» Smith: The carpet left off the floor 
would be a fair savine jit Hydro had put in the carpet, én. 
That would be a fair saving. I think B if you figureg an 
office buildinme you wouldn't put carpeting in. Although 


they are doing it now. They used to put vinyl, propably 
ASE? CUS 


‘vinly or vinyl a@@pegtes tile in and it would be about 50 


cents a foot T think and SO ¥GmunmaGN that would come off 


the price. Certainly exposed concrete columns, . doni t 
think are too expensive, gst I didn't feel that the interior 
finishes were too elaborate. Certainly mt compared with 
<em,Commerce Court or what have you. 

Mr. Shibley: YOu are familiar with the 
circumstance that a certain amount of area for executive 
offices was allocated? 


Mr. Smith: Yes 


Myts Shfb ley: Have you any comment as for 


im 
? 
the allowance for finishinre in that area/y 


NMr.4 OoneLoltinwe Ghouchs, it. mas Pai ae then 


again I think that is kind of aminor item. I forget what 
{ 


it was really, how much as square foot it was. ipehink 


it was about SN wasn't a ety 

Mr. Shib ley es 

Mr. -Smith:,That. seems ,lieht to me. 

yet Mr Shibley» Four,dellars for 15,000 
square feet. 


Mr. Smith: Seems lirht to me. 





af 
Mr. Shibley: What do you mean by "aeht’? Yee? 





mean it/jwould cost more than that to finish off 15,000 


square Peetu 
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Mr. Smith: I would have thought it would have 
been a little more. 
Mr. Genest: I'm sorry a) be obstrepgrous, I 


Bealiy don't mean to. here does the $4 allowance 





come from? 

Mr. Shibley: Sixty thousand dollars is an allowance 
item for the finishing. 

Mr. Genest: In the Candy specifications? 

Mr, Shibley: Actually this is right from the 
Canada Square contract. 

Mr. Genest: From the Canda Square contract? 


Mr. Chairman: That is where @ I think we are 


Mr. Genest: Yes, what building are we talking 





Mr. Chairman: I think on each of these we've 


pot to make certain of what building we are talking BP OB by 
MUST Aon 17 


I thourht you were referring 





bo Candy's specifications at this point. 
Mr. Shibley: Were you ever asked to zero in 
On the allowance for executive suites? 
Mr. Smith: I don't think so, but I don't recall. 
Mr. Bullbrook: I want to interject, 
Mr. Chairman: Mr. Bullbrook. 


Mrs Bu LoPook +80 that, ih ae hadrman, Mak understand 


Mr. Genest: That's not what he said a minute ago. 
Mr.Shibley: J Just a minute. Seeman. fr i £9 


take from counsel for Hydro's statements that we are eC 


f not able to rely upon the basic specifications laid down 


v 
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vie mea A : Se ae le mays 


iGuewm—eby Mr. Candy when we 
:. talking about the Canada Square building? If that is the 


case then yes, I agree I can't ask the 





line of questions 
‘that Ifémbarked upon. I presumed that the building that is under 
onstruction is basically the building as specified by Mr. Caney, 
with variations by Canada Square, but in terms of the items we 

re talking about, that they would have been basic to any 
‘structure. Now am I me wrong as to that? 

Mr. Genest: ayo don't understand it that way Mre 
hibley. Yaemmwacu.As long as we are thinking along the same 
‘lines, I don't think the committee is following this. I shouldn't 


resume to speak for them, but we are moving constantly from 


. 


he is commenting on some finishes that he seems to be seeing in 


Mr. Smith's own costs based on the Candy specifications. Then 


any reference as to whether 





he would have included those or not. I am not at all clear e& o. ft: 
the man. I don't know if the committee is or not. 


Mr. Shibley: Can we start with Mr. Candy's report 


Saree 





Of February 1, 1972, Exhibit 62, which he 





Mr. King: Does the & witness have a copy? 


} 
i (23 eto 
‘ 


, Mr. Chair man : Yes. Give the witness a copy, 








| Mr. yy Smith: I have got that. 
f bP ax 


2 52 TNO ec rer 


¥ Mr. Shibley: Now it sets out the site conditions ja, £ 


ee 


7 of the building, * talks about such things as the 
i 


bY 
sorry nae QE talks about;~ 
7 a Dei eines) Re 
“15,000 £ square feet of executive ESAS including 


* 

y 

: ® board rcom.* 

It talks about 

Cacatons Wie earn seven two-piece washrooms. ™ 

Tt talks about thelload of the fioor, it talks about xf). Bi Oe 
"Ep depen office kim floors to be left in 




















concrete with floor coverings to be provided by 





malas, Ot i = 
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Ontario Hydro, service areas to have vinyl,” 
washrooms and SO on, “All windows to be 

double-glazed with hermetically sealed hakin 
heat img; -absorbing Gouble glazing and scolar 


tbronze/. Méeting room on the pround floor -: 


~ 


’ 
provide fixed masonry partitions only. Provide 
normal maintenance facilities in sub-basement, 
and so sie Provide as much rentable commercial 
area at Ra@KR ground and so on, for banks. It 
sets out the electrical Specifications, including 
a 600.volt system, @ no under-floor duct system; 
lighting at 150 foot—candle power at desk level,. 
€he mechanical specifications are set out as to 


the form of ventilation that is required. ‘fhe 
3 


turnover of air, the temperatures and humidity, 



















fhe financial specs are on the next Dare ccs 
@re not into that area at all with the ee 7, 
Hydro will pay and provide in terms of lighting tubes, etc, 
enetian blinds, drapes, broadloom,. Item Ses8e ECR) 
"Provide and install all carpet fiooring" 
me are the things we B® are talking about aR ghiess Mr. 
est you are telling us now and it will be tne first time I 
@ heard it that these specifications are net being followed 
2 
the construction of this buliding by Canada Square, then I 
1 forget about the line of questionning. 
My. Genest: No Mr. Shibley, I am not raising any issue 


a } 


®. My issue is one of straight understanding of what we are 





King about. That is the only difficulty I have. 


Mr. Shibley: Mr. Chairman, I want to understand Khe Knee 





pound ror Hydro is attempting to distinguish between the 
Hiding Canada Square is building and these specifications, 


Mr, Bullbrook: JI think Mr. Genest is concerned Mr. Shibley 








Mr, Chairman, about our understanding of 1t, and wk want to make 
to rest as coung}l for the committee has done Mr, Genest if I may 
? oor y 


uehx you Mr. Chairman. Qur acceptance of this Mase en 
) i 4ne 4-bo 
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Ontario Hydro, service areas to have vinyl,” 
washrooms and SO on. ir Wl windows to be 
double-glazed with hermetically sealed haktn 
heat Smug. - absorbing double Blazing and solar 
#bronze?, Méeting room on the ground floor », 
provide Pixed masonry partitions only. Provide 
normal maintenance facilities in sub-basement, 


and so on. Provide as much rentable commercial 


-area at Kann ground and SoO.0n, for banks. It 














sets out the electrical specifications, including 
a 600.volt system, @ no under-floor duct system, 
lighting at 150 foot-candle power at desk Level is 


€he mechanical specifications are set out as to 


as 


6 the form of ventilation that is required. ‘fhe 
3 


turnover of air, the temperatures and humidity, 


r fhe financial specs are on the next Dale ax 









nat Hydro will pay and provide in terms of lighting tubes, etc, 
venetian blinds, drapes, broadloom,. Item 58s. 6 (Pe 
"Provide and instail all carpet flooring" 


‘These are the things we @ are talking about ana whliess Mr. 


$ 








ienest you are telling us now and it will be tre first time I 
’ 4 








lve heard it that these specifications are net being followed 


¢ 
Mm the construction of this building by Canada Square, then I 
#11) forget about the line of questionring. 


a 
\Z Mr. Genest: No Mr. Shibley, I am not raising any issue 


ea ) 
' . 
here, My issue is one of straight understanding of what we are 
talking about. That is the only difficulty I have, 
4 Mr. Shibley: Mr. Chairman, I want to understand nhekhear 


Io RCTT 


why Roun ror Hydro is attempting to distinguish between the 




















building Canada Square is building and these specifications, 


| 


Mr. Bullbrook: JI think Mr. Genest is concerned Mr. Shibley 








srecme 


and Mr. Chairman, about our understanding of it, ana vb want to mMuks 






ly to rest as coungjl for the committee has done Mr, CER ee I may 
ii } lua ) 


throughy you Mr. Chairman. Qur acceptance of this evidence that 
y _ a 
i 7 We Wf bo 
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Mr. Shibley: All it Says is that they are 
LTTE 























to provide 15,000 Square feet of executive offices , aa 


What has transpired, Mr. Chairman, is Canada Square has 


Bicone @long and said, We will provide it but we are only going 


W 
to make you an allowance of $60,000 to provide it. if those 


offices cost more than that then it's at Hydro's cost. 


Mr. Chairman: And now Mr. Smith is telling us 


that $4 a Square afoot does not give a very plush executive 
| office. 


Mr. Shibley: Well , Naeeaeee what he is saying 
| 4s that $60 ,000 ma develop 15,000 square feet of 


| executive offices is light, using his tern. 

Mr. Chairman: Well now tSegtkep that understanding 
of what figures we are talking about at what time, I would 

"be obliged and I think we woula all be obliged. 

| Mr. Shibley: Mr, Smith, I want to take you now 

to your file eager 1 eexhidit sed The first page appears 

io be a statement or cagipagaie accra. 33 memorandum from Mr. Stewart 
lpeferabie to his meeting with Mr. Candy on July 14. That's 


‘the meeting to which you made reference earlier, Is that 


correct? 
Mr. Smith: That is right. 
Mr. Shibley: And in this memorandum, I notice aa). 


ften Se" Theyhiestre to proceed with their $30. million administration 
Ullding,.at the eaxttezks earliest RESgthse moment possible. 





hey feel, they have over-committed themselves to raising money 


This LwWoul/h saul Dae 
nd wish to enter into a lease-— pack dears mia n Os 





dilion sareneing 30-year lease-back with sale of the building 
| 


9 
fter 30 years Bi $1.00;7pOssible acquisition of the present 


Santhats:-—. Bid this reach you? This memorandum? 


“hotice itis fop-your-direction 4 it's directed to yous a 


Spy to D.J. Smith, at the bottom. 





Mr. Smith: Yes, 
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Mr. Shibley: So that as early as July, 1971, you 
were aware that they were thinking of a lease-purchase 
transaction with this type term? 

| Mr. Smith: That's right. 

Mr. Shibley: And then item 7, plans and specs 
exist , prepared by sno efter fal dansotyWork could proceed 
in gmix the spring. Again that's ® confirmatory that what 
you were then talking about was a lease-purchase on the 
existing plans®, Is that correct? 

Mr. Smith: That is right. 

Mr. Shibley: Now in that connection, was there 
any discussion about expanding the area to be imag. provided by 


those plans? The original plans? 


eAink—-so. I think ..... 
3 SP ee ag _ 





Pe ee i 
/, #009 to follow 
\ 
\ 
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Mr, @8@@s Smith: I don’t think so. I think thi plans e 
2 SO Dea 25 5 Se cela | 


yrovided for extension but Sareea 











es. 1'm almost sure we 





pe at that time. 

, Mr. Shibley: Theng there is another memorandum, report 
umber two, dated SB This is relative to the meeting 

you say you had following upon Stewart's earlier communication 
ith Candy, and again sets out the particulars respecting the 


? 
‘ind of deal that was being discussed at that time. 





Meee that's right. 





Mr. Shibley: I notice yogi under item five, 
SEE LEL EE LEED EIST LED IID 





CSE? S quare foot. Was 


hat an inclusive figure? 
t No; 

Mr, di. Smith: think that, Mr. Shibley, was the 
ESSE LE EE SEED 


basis on which the architects were paid off. 

Mr, Shibley: That is the basis on which they computed 
_ fee? 
e 


Mr, MEE. Smith: Computer| their fee: I think that is 





ia 
what he means there. 


Mr. Shibley: Well then would that be a figure that 


SSS EMO 


‘might be paid for the originally designed planned building. 
g 


‘on the basis of having a builder construct it with Hydro as 














the Byner’ 
- 








mage Smith: I think that they agreedthat the 
leenitect said it pore ts built for $39 g er $31 and that 
is why they receive, their red on that amount. 

| Mr. Shibley: That would be built for that price 
jin the ordinary manner, not onfieese purchate transaction? 
1s Mr. iii Smith: No, it would be Sgpabgubaegapab 


t 
j See ES EE eR LE es AAR 


wees in the ordinary manner, the cost of the 




















; Mr, Shibley: Now then, the next document aan 





Mr. gg, Smith: The architectsg are paid on the 


RSS SER EE SEIT ESO ETS 


jactual contract price. 
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June 20th, 1973 
11.40 = 11.45 am 
H609 = 2 AA 
( Mipimaoeittinetatprds 
Mr. Shibley: The next document has got January 10 


SR epee een? _ Commer 


in the upper right-hand/and appearsto me to be a series of 





items which would be the verbal specifications provided to 


you on that date. was these accord with the written 





oe, ese i to which we have already referred earlier. (s thet 
Yights 
. g Mr. Gl Smith: That's right. 


Mr. Shibley: Were these two sheets all of the 
_4nformation that you were provided with for purposes of 
soliciting a submission by your firm? 

Mr. @ae. Smith: That's right. The bottom one, 
two and I can't see if it says three, Sem were added 


Ae tug lh shinetie or Es 
by us. Tan Stewart or Jack Gimgste 


2 
Gite T am not sure which, 
nimeempee these in longhand and then they typed 
we meas 
them up sofi@mcould readg them, 










Mr. Shibley: But @ on January 10th, that was the 
whole of the information provided to you, namely what is 
On pages one and two, less the enumerated portions on the 
second page: 


were. 
Mr. “Game Smith: That's right. WieiThos Sage Our 


il 





questions. 


Mr. Shibley: Well then, could you explain what the 


epee SEL Se 


next document is’ 





PT to . ; 

| Mr ° Py ° D ° Smi th 5 a8 LO rgot ms eG uJ ae. T don't I. . . 
Five sean cies Hite wad ow 
-* Sit Shibley: What document are you looking ote Smith? 


DPD ATES EDIT A YE 





We 
Mr, Smith: “Point a a Hydros" ds that the one you meant? 
Mr, Shibley: Yes. 





Mr, Smith: That looks like a memo from Jack Simms to 
| “eeremneemeteonterteecsee) 

ime on just points that we should make sure we have in our 
proposal. In other words, when we were working on this 


everybody was writing down things to remember or not to 






































forget and it looks like a memo from Jack Simms to me. 
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11,40 - 11.45 am 
H 609 - 3 AA 


SIP Sh ees 














Mr. Shibley: Now, in that connection, <@gthe second 
nS 


| item relates to ways of raising money and says G8" Ames" emg I 
| gather that someone at A.E. Ames a 


Mr. Smith: That's Picht. 


moon? 
Mr . Shibley: “t-Says you could raise it by public 


nd issue, polymere and mortgage. Did anyone at Hydro 


ert you to the circumstance that Safrance and Company were 
fering @ funds for this project? 
Mr. Smith: No, 


; : > 
Mr. Shibley: You were never told of that gadsai> ¢iveumsCauces 
EES 


Mr. Smith: No, I @Wknew someone at Ames. I went 
ES 


and spoke to him, gga Moe Sifton pknew someone at wood gundy 
ind we spoke to both @imdsnoee 





Mr. Shibley: Ig see. Now then, there are eee 
“eee 


dditional items referable to pes ceueucs euce as items 


Pour and five, the latter being elevator maintenance 


—s 
Mr. Smith: Yes, 
SGI Soe 
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June 20, 1973 
11.45-11.50a.m. 
Be A 


H-610 - i 






«Mr. Shibley§e_ 
and 80 on, to check landscaping, attend on various people, 
Jack Robinson at Commerce Court , Wood Fleming run 


 ¢ Og 
bravelers 





Uugismith: Right. 
Mr. Shibley: Item Gc reaveiers building has a 
restaurant,,, and 806 On. 
Item 12;'Lewis of Royal Trust says the way 
escalation of maintenance worksis as follows: In first 
full year { 75 per cent ) a good record is kept of the costs. 
Assume costs are $1 million. rine next year fig costs are 
ma. 1 million. The extra being prorated among the tenants. 
9 Does that assume a 10 per cent increase in cost of maintenaidne 
per year ¢ 
Mr. @ fe Shith: I actually didnt pay much attention 
_ to that, Mr. Shibley. These are just notes that Jack put 
down and we used them when we, I didn't get into that. 
Mr. Shibley: Wea When you computed your rental 
Mirate, you incorporated a factor for maintenance, Ts that 
correct? 
Smith: Oh, yes, certainly. 


Mr. Gy © 


~ 





Mp. Shiba@¥%: And was that a factor which 
projected forwasd the weak cost of maintenance to 1975? 


Smith: Yes. 





Mr. Smith: Yes. 
Me, Shibley: All right. Then would you 
take the next document, please? Just to be sure we are talking 
about the same document, would you describe itd 
Mr. Smith: I think that was made the day we put in 
our proposal. 
Mr. Genest: Does that start, fotal rent, 
| od 
; Mr. Shibley: Yes. 
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H~610-~2 June 20, 1973 
11.45=11.50a.m. 
B.A. 
Mr. Smith: That's a telephone number. TI 
don't know whose it is, but it is. Maybe we should phone 


them and see who it is. I have been tempted to ever since Tf 


ee tec ibesk a Waahe toe siencka perhaps ! 
Mr. Shite@y: Now, the first parerof interest, 
Mr, Smith, What is the-}32337 is that the cost of construction? 
Mr. Smith: That is cost of Ce eee cae end I 
believe there is a breakdown of that later on. 
Mr. Shibley: Right. And does that figure 
incorporate any profit element? 


$7 
Mr. Smith: Thel3,23? 


Mr. Shibley: Yes, 
Mr.Smith: MexxShiniexx Yes, that includes our one per cent 


building profit. 
Mr. Shibley: Then you have anothexitem, Maintenanee 
05, fe that 95 cents a foot? - 
Mr. Smith: Is that which? 
Mr. Shibley: 95 cents per foot? 
Mr. Smith: Yes. 
c Mr. Shibley: So that eM when you submit/ Ce 
figure, T believe it was $1.26, $1.23 betas 
Mr. Smith : $1.23, yes. 


SERIE Src 


Mr. Shibley: 4. per square foot that was a 


markup on what you were projecting your cost of maintenance 
of 28¢ per square foot. 


j 


Mr. Smith: Thats right. 


Mr. Shibley: Is that right? 

Mr. Smith: Right. 

Myr. Shibley: Then you have a profit factor of 
ef another 28 cents per square foot, iWhat is that figure? 

| nance 

Does that incorporate the profit on mainteggee as well as 
your overall profit? 

Mr. Smith: You are talking about hk the middie 
figure? 


Mr. Shibley: First you have maintenance. The 





cost to you would be 95 cents a square foot. 
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K-610~3 June 20, 1973 
11.45- il. 50 am 
Wigs 
Mr. Smith: Right. 
Mr. Shibley: Thtt was your computation? 
Mr, "Smith? » Yes). 
Mr. Shibley: Then you have a profitfactor of 
28 cents? 
Mr. Smith: Right. 
Mr. Shibley: How is that profit factor made up? 
Mr. Smith: By just figuring how much profit you 
would like to make! 
Mr. Shibley: it's a random figure? 
nimple °F 1 HroughF You Ceula on 


Mr. Smith: If you em@=seanty—caine—_te get 22, youd only 


oe Waa + tlm a f 
put 22 in. If youcan stand 28, youdput 28 inJ 








at ene Shipley: What I am trying to get at is, profit 


for what? Profit for maintaining the wakiid building? 

Mr. Smith: Profit for maintaining over the 30. 
year period. 

Mr. Shibley: Is that how the $1.23 was arrived 
at? 

Mr. Smith: Yes. 

Mr. Shibley: Ninety-five plus 28? 

Mr. Smith: That’s right. 


Mr’ . Shibley: So that you have pot a total of 


en SAN re CS UCN 





$4.46 and this was based on a $26 building? 


) 


Mr. ‘Smith: That's right. 





of 
Mr. Shibiey: Cost Wwe” sonstruction? 


(SRO a ery rere srry CEE INE TE NOH RR EE 


Mr. Smith: Cost of building - right. 





mee Se 


Mr. Shibley: f@r a 32 building’. 


RS SE SIF ESO PTET ER 


Mie Mr. Smith: Right . 


2 re ERTS 


Mr. Shibley: waa ¥hll in? Is that right? 


Mr. Smith : That's right. 


At mecoNr ree 


Mr. Shibley: Now then the next set of ce 





sneer =e 


eee: ee ae 
eu? a 


are what? This is $28 a square Poot , the same figures) On 


the pare previous ta tbat, just below it. 
A 
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H-610-4 June 20, 1973 
11.45-11.50 am 
Value 

Mr. Smith: Just below that? That's right, 
yes. 

Mr. Shibley: So you also computed the same 
figures ata and at‘t229 Is that correct? 

Mr. Smith: Thats right. 

Mr. Shibley: Now, Mr. Smith, did you consider 
it possible to meet the specifications laid down by Mr. 
Candy at a cost of construction as low as $22 or $24 per 
square foot? 


MexxSmiknhx 


H-611 follows 
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Pas es eae 





7 ; aa it We eg, o? 7 7 
EMRE grab. 
emer a 


Re, 





y me 








June 20/73 
11.50 - 11.55 a.m. 
Reso 


H-611 ~- 1 





Mr. Smith: I think at the time I must have thought 


we could meet it at $22, 
Mr. Shibley: Yes. 
SS 


t 
Mr. Smith: But really, you don't know it's 


$22 until you have some plans and can take something off and 





make sure that it's satisfactory. Obviously I st must have 
thought we could do it at that time for $22. 


Mr. Shibley: So the range of your thinking as at 


egy RE IOSISD 
a 


January 1972, based on the specfications provided to you, was 


CG 
A 
somewhere between $22, $24, $26 per square foot? 


MR. Smith: That's right. 





Mr. Shibley: The $26 was at the high end of your 


range of ering © 

















Mr. Smith: That's right. 

Mr. Shibley: NOw then, on the next page you have 
operating costs broken out, aati Are these the items that 
entered into your computation that @you could maintain this 
fb type of hilding at a cost of @ 95 cents per square foot? 

@MR. Smith: That's right. 

Mr. Shibley: NOw, Mr.Smith, are you satisfied 


eee 


that this list of gm operating costs is all-inclusive of 














the cost that my developer would incur in the maintenance 

of this building under the terms laid down by the specifications? 
MR. SMith: We thought it amply covered everything. 

Mowbray Sifton did a breakdown and this chap, whose name 

and I can't remember; maybe you'li have it later in px your 


ar 
| file -~ he advised us and then we did a breakdown, gma Bayley 


and I and Jack Simms, and we all went to work on each item. 
































As you can see some of them have got check marks opposite 
THERE BECAUSE 

them, and they are aamgeme yOu kind of haggle back and forth, 

and somebody gets a better price on this or that, so this 

was what we honestly believed we could maintain it for, and 


we thought it was a safe figure. 
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R.E.S. ‘ 
H~611 - 2 
Ou 
Mr .Shibley: A Thought it wg was a safe figure at 
SSSSC AO 
95 cents a square foot?' 
MR. Smith: That is right. 
Mr. Shibley: Yes? 
ER A EE et 
Mr. Genest: Mr. Shibley, I wih neh tos. just to clear 
one thing up, would the 95 cents include a profit for amma 
Sifton? 
Mr. Shibley: NO, .4 
‘Senco UD 


Mr. Smith: NO, that's the net cost som 





Mr. Shibley: ,-y the profit was in the 28 cents 
o- first 
that was added in on the/page. That's correct, isn't it, 
Mr .Smith? 


Mr. Smith: Yes. I think a profit can also be 





considered a bit of a cushion if gem you are a few cents 
out here and there, Gate. 


Mr, Shébley: Yes. This 95 cents was the cost 


to you psy 
Mr. Genest: Or Sifton. 


aR RIT LTS SIE BITTER 


Mr. Shibley: Or Sifton, is that correct? 


TTT LEED 


Mr. Smith: Yes. 

ne 

Mr. Shibley: Without a profit Son te 
eel 


Mr, Smith: NO, no. There is nothing -- you can see 
AIT ELE 
there is nothing there; it's broken right down. Add them up 


and that's what they come to. 
Yes. ; 
Mr .Shibley:)-Can we go to the g next page please? 
seem pppoe 
/ tris 2 


i ers 


reasy paper. It's this one. The greasy paper. 





Sera 


Ee Pe Ate: 


It's starfing 





Mine starts off "nentale 
A 
Bee area to Hydro”, Is that the same as yous document, Mr. Smith? 


Mr.Smth: That's mine, yes. 





Mr.Shibley: Yes. Would you explain that document 


IT TE 


wex to the committee please? 


Mr, Bullprook: I'm sorry, it starts out? 


naan 


one 
Mr. Shibley: "Rentalge area to Hydro, Mee ee ae 


° 





gross @1,130,000", 


C, N\ 
Mr.-<igddemma: Do you have that, Mr.Genest? 
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June 20/73 
11.50 — 11.55 aM. 
Relics. 
H-611 - 3 
A 
Mr. GEnest: Yes, I do, bnfnk you, Mr .Chairman. 
SNES SS eS 
Mr. Bullbrook: ‘The next one I have is headed 
“ices KR 
) 
"Ontario Hydro, Cost/Kental Ranpervabnies 
Mr . Smith: NO, we've got . 


Mr. Walker: There's some paper ».4 









Mr. Shibley: These are short forms, 
ie Die 









Mememetrteeies: Al] right. Would you explain the 
outline of @ymes ficures set forth in that document, please? 

Mr. Smith: Wel],we were told to quote on a =» that 
Hydro would rent a million Square feet. And to get a rentable 
area of a million Square feet, we estimated that you would 
be required to build 1,130,000 Sross square feet in the building. 
And I believe that we planned on renting 50,000g square feet 


00 
for commercial space and I think the 20) was just an extra 


that we kept as a eis Ane An. AF 20 


(TApe H-612 ~ 1 follows) 
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’ 11:55 - 12:00 N 
(M JLP 
(Mr. J.D. Smith) 





eee We put 70,000 
» and we think we were probably told to rent 30,000, 


10,000 _ 
but I think we put gee in thinking that might be all right, that 


7 
feet into rent 





we might rent 
% 
Mr. Shibley: Then, when you have computed the cost of 


the building at $31 million, what entered into that calculation? 


K I 22; oao 






a Mr, Smith: I believe that that's 
CRiOG8 multiplied by 26,«* I would have to 
| 


$31,460,6004 
Mr. Shibley: That's the way I make it pr» 


milli ov 
Mr, Alby Smi th : I think I rounded it off at 131)dumeieno 


hose kind of figures you can round ort a bit. 








Mr. Shibley: And then you added in the cost for the 
iiieis? 


Mr. J.D. Smith: That's P21) tin 
| ae dee eg ee 


Mr. Shibley: You added in architectural peaae 
) mPy ds. smith: Right. 




















Mr. Shibley: For a total Seek of $33 million, and then 


| HU,240, 9007 


ri added in your interest charges of $4 mi liinn 240,020. 


) Mr. Smith: Right. 





) Mr. Shibley : 


And cost of issue and retainer together 
¥, SOO, 6900. 


rd 
nother $1 pAiiion for a total cost of rtd 


A—sebaies tecshe ot 















Mr, Beer: That is right. 





then 
Mr. Shibley: And/you ee 7 your amortization cost of 
total cost of the structure eee Sen of cost of financing | 
*C. Is that correct? 


) 
Mr. Smith: That's right. 


Mr. Shibley: And you came up with $3.23 per square foot? 
Sti edie we 
/ Mr. Smith: I think ‘émmé we did aasoeitee 





on a rentable of 





amr SO we actually had an extra 20,000 feet in there 
'P @ cushion. 


Mr. Shibley: I see. So that $3.23 is actually predicated 








/ 


@n area less than what might have been the actual Repeate rentable 
ea by 50,000 square feet. 


enemies cee 


Mr. Smith: Noes ae 000. 


la 
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H~612-2 June 20/73 
11.55 to 12.00 Noon 
; JLP 


Mr. Shibley: I'm sorry, 20,000 square feet. Is that 


right? 

Mr. Smith: Yes. 

Mr. Shibley: Now, what's this note at the bottom 
terficiency?"" 


Mr. Smith: I don't know. 


q Mr. Genest: Do you have a clear copy of that, Mr. Shibley? 


I can't read the figures at the bottom of my copy. 


¥ 
{ 


p Mr. Shibley: Mine is as bad as yours. 
. iS 
4 __Mr. Smith: That agpiemtine Jack Simms' writing, and it 











ooks like $24 a square foot building. I may have asked — to come 
ievith that. Instead of the $3.23, you'd have $2.97 and $2.76, 
7 that may go back to those other figures. 

Mr. Shibley: Yes, because on another copy I have it 


r 
fo SF, square foot cost, and then some +% calculations made $2.94, 




















Mr. Smith: Yes, that compares to what I've got on the 


. here. 


Mr. Shibley : And at $22, $2.72 per square foot. 
|! J} Mr. Smith: g@ Yes, 
i Mr. Shibley: All right. 


Mr. Genest: I don't Bett have it. I'm sorry, Mr. Shibley. 


| Mr. Shibley: The figures at $24 «& per square foot cost ox 
_<eieiens ke 6s 3,123, Ad. 
Mr. Genest: Three millionone—twenty three, bWoLomby 
ae the cost of the uilding , 
Sree ye fe, pat ci >a @ 


Fa wr Srey lee bots eae oe 
“ 











































Be gee a net nes 


| Mr. Smith: Right. That's 
s D\ videA— 
| Mr. Genest? f By 2 ,050,0007 


Mr. Shibley: Yes. 








| Mr. Smith: Right. 


Mr. Shibley: 





Mr. Genest: 





| Mr. Shibley: Yes. 
| Mr. Genest: Yagx And then aia te then the figure under- 
eath that iifexx is #2 million =<, 





Mr. Shibley: Is $29 million. 


Mr. Smith: 






Mr. Genest: bp, EQuals 
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June 20/73 
11.55 to 12.00 noon 
JLP 





Mr. Smith: 


——- Rint ° 

Mr..Shibley :. Yes. 

Mr. Genest: Thank you very much, 

Mr. Shibley: If we could go on to the next s document, 
the next sheet. Could you explain that, please, Mr. Smith? 
Mr. Genest: “Net rentable space?" 


Mr. Shibley: Yes. 


Mr. — 





poem phe rentable space is the same, 

gvOs 1,200,000. 
kross area due to ee 7 ee 1130, SO we got the ‘cea 
The cost of building is out @ $31 million and the architects' 


fees are a little bit less. Interest based on 30—month building 


period and 8 per cent interest — 
3 a 


I guess that ‘wag Variation on the length oF building . 


Mr. Shibley: Yes. 





Mr. Smith: I think it was probably the original 





i to think about that .Ji Probably an original, I thought it 
night be a little tight mkaxtke on the building time. 











(Tape H-613 follows) 
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June 20/73 
12.00-12.05 p.m. 


‘ H-613-1 E.M, 
((Mr.Smith) 


4 





Mr. Shibley: I notice it once again makes a 
comparative calculation athe6, athlon and at $23. I gather those 
are cost of construction figures? 


Mr, Smith: That's right. I think that was a 


preliminary before the final one, Mr, Shibley. 


Mr. Shibley: That's TLeNG. Can we go on then to 
SETI 


the next document? 


Mr. Bullbrook: Cauld you Just, Mr, Shibley, for a 
See eEEEEETENEEeseEes 


y 


(ACC a 
moment; there is only one variable here that I see Bantghe the 


cost of the tunnel. I don't know whether it is going to be 


very important, But in the first document that we looked at 
the cost of the tunnel was $300,000 and here it is shown as 
$400,900 ° I don't know whether the witness can recall why 


the difference or whether it is too important here 


Mr. Shibley: Somewhere later on it says "Don't 
rere eerapmereneresmeenenreearmsemenes 


forget the tunnel", Oh yes, here it is. 


Mr .Bullbrook: Riee., 








Mr. Shibley: Do you want to comment on that, Mr. 


Smith? 


Mr. Smith: No, I can't comment on that. I think 


maybe Mr. Bayley might have said "Maybe we can build it for $220, 060," 
) 


sommes ie 0K00 at it or something, I don't knows I don't 


Just recall that. 


Mex 
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June 20/73 


12.00-12.05 p.m. 
H-613~-2 Eells 


Mr. Genest: I am Sorry to interrupt, Mr. Shibley $ 


to what time are we sitting? I thought it was until noon 


today. Are we sitting later than that? 


Mire". Chairman: No, 12 o'clock, We mentioned that, 


Iwas Just going to let Mr. Shibley round off what he is 


presently doing. 


| 
Mr. Shibley: If you will stay with Ww, I wold like 
to do as much of a review of this file as we can. The next 


stuad \sckank 
document is "Cash Flow"; What does that sexes? Again, 


Mr. Smith, ink Sint ie x maybe I can assist you. 


=~ WP 
| to be a preliminary work tw, toawarclz—, 
! 


| 


| 





This appears 


har, hi ° Oo in nai c 6 
NX 


| Mr. Smith: I think it is just things we were trying 




















|to get together. 


ie Mr. Shibley: 768, all iene, Can we go on to 


f #) fy 
Ontario Hydro. Gost /fenta1 Gomparison. that is the long sheet, 


Would you please go through this document for members @& of the 


‘committee? Again the upper figures are cost of construction 














Mares P26 ex? and$30, ds that correct? 


/ 














| _Mr. Smith: That's right. This is obviously 
BB co. like Jack Simms' writing- ae ag ct secretary- -treasurer, 
000 
80 fou’ ve got the cost of the building; the tunnel at B00, the 
architects! fees at six per cent. Interim financing charges.cost 
| aes gut Ay 
of issue; that-is so w on an amortization cost of $38,500,000, 


RGIS DIE, Now obviously he has figured it at eight per cent 


and eight and a quarter per cent. 
| 

| Mr. Shibley: The upper figures are eight per cent 
nents 


figures, are they not? 


\ 
Ss 


) 
Mr, Smith: Three ~-- three-eighths - yes,I cee ae 


t Bali: i: Bike cse 


r 
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June 20/73 


12.00~12.05 pm, 
H~613-3 BoM. 


emus starting at the top half of 


IG.o+ 
the document, Mr. ppiehs a I take it /what was being computed 


here was the overall inclusive costa of constructing this 


Mr. Shibley: 
LL SSPE PEROT 





building ,starting with the basic item of cost of construction dua; 


Mr, Smith: & He has just done a recap. of my figures 


that I had on the other page, hasn't he? 


Mr. Shible¥: But these are inclusive figures now; 


that the bottom line is, I think, the line of interest to 


this committee, 


Mr. Smith: These figures are a recaps oOfF mine. 


| Mr. Shibley: Yes. If the cost of constructing the 


| ee 

building was $26 a square foot, the overall cost of the building 
Ms Qu _/ 

was to be $38.5/ Is that correct? 











Mr. Smith: That's right. 


1S 
Mr. Shibley: And if the cost of ee ee 


A 





3 te -) 
_the overall cost/ & H2e A 1am 7 
| Mr. Smith: Phat s Piene., 


| Mr. Shibley: And at $30 for cost of construction, 
Sai ea i be 





NY 
the overall cosysn, 500,000? 


Mee womi th: that's. pient. 





/ 
| Mr. Shibley: Just going back to the $28 figure, 


you computed that these other factors added $6 a square foot , 


1s that correct? 


| Mr; omith: Yes, 
| 





Mr. Shibley: Are you telling us BHD Ee on the 

| x i Coleg) 

basis of a $34 per square foot ure>“your estimate of all costs 
LO. 


enn cee 








at elght per cent money was $42 million? 

Mr, Smith: Yes, 

Mr. Shibley: Now then, below that you work a 
SSO 


8e€cond calculation fmm 
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June 20/73 
12.00-12.05 p.m. 
H-613-4 Esh, 


\ My Shi Lay » ) 


Mr, Smkkhxx Genest :/I'm sorry, I am slow on these 


Wa 
athematical matters, Did the witness sayfak elsbt per cent, 


+ 22 ~ 
it was $42, million on the basis of tetag! a square foot, Po I 


nderstand that correctly? 





ee a om 


ia 


(Tape H-614 follows) 
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12:05 ~ 12:10 p.m. 
H-614-1 B.G. 














Mr. Shibley: If you look on the column headed "Cost 
La - see the f28 column? 





Mr. Genest: Yes. 








Mr.Shibley: The fog is the cost of construction. 


i 


‘Mr. Genest: Yes. 





Mr. Shibley: Adding in all other y® elements of cost, 





including cost of financing at 8 per cent, this witness says that 
jthe cost will be $42 million. 


Mr. Genest: That's right; okay. 





Mr. Shibley: And that eg if you broke it out, ee it 


Would em@ work out ysi75340 per sq. ft. ggg building <gmmee.should 
jeost $42 million. Is that correct, Mr. Smith? 


























Mr. Smith: That's right. 


) Mr. Genest: Thank you. 
} aS OO) 


Mr. Bullbrook: we better Clarify that. I think ae better 





clarity that and assist the witness in clarifying his response, 








Bieause I believe some of his advisors are conjecturing whether 
hat is right. And maybe Mr. @ Smith would want to discuss it. 
Mr. Smith: Well, it might vary a bit. 





| Mr. Bullbrook: No, no, I am trying to help you,Mr. Smith. 
Mr. Grant: The fact is that tahun Ke ae 
ey 

matt PGupgueniite, 1,050,000 sq. ft, At $28, a sq. ft. 

che # construction cost of the building ies not necessarily 


relate to the $34.Ie <7 «, fo F ator PISS tld atcha ln, 
Coot 


avai lable 








CEES, 


Myr. Shibley: All right. 
een espe ee cea 


Mr. Chairman: I am sorry, I think the man who produced 


eae a 
she at and I don't know his name » I think he will be 


talled later, sqmpeslameg, 
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June 20, 1973 
12:05 - 12:10 p.m. 








H-614-2 oG. 
sf Mr. Smith: That's Mr. Grant. . 
* pe=GhGeemen:-( He is the secretary-treasurer of our 
firm. 
Mr. Chairman: Yes. Do you intend to call him, Mr. Shibley ? 
Moa -  . Yes, Tt think so, 
Mr. Shibley:  ~ gsg-eetwtundet.<.@e=or 
Mr. Bullbrook: What did he Say, do you know? 
f Mr. Smith: said the 








ullding reads|$27. 25 rather than $28 4 to equal a $34. 


uilding. 
Mr. Shibley: It would be $27.25 to equal a $345 figure? 


Mr. Smith: That's what DAve said. 


<pAUS SOARS ERD 


Mr. Shibley: All right. 








Mr. Laidlaw: Excuse me, Mr. Siete Shibley, may I just 
| 
sk. I don't fathom that at all. Is there any way that we can 


through g@ that again? I just don't get it. Where does $27.25 


3 
oat I've got a $28 .@@ per a. ft. building producing a 


ome from 
ea of $44 million and that's @ under the f30 column, as far as 
can see. 


| 


Mr. Shibley: Let's start again. 





Mr. Bullbrook: We are talking about $42 million. 


(ee SLRS OA BESS 


Mr. Shibley: We are talking about the middle e& colum. 
“ia aca ceca 


| Mr. Laidlaw: I've pot it. 














Mr. Shibley:'iat which the basic cost of construction @& 





ee) 


b set out at $28.08 ., 





gL TEREST 


f 
| Mr. Laidlaw: Yes. 
| 


Mr. Shibley: yinclusive of financing and design costs, 


(Se EEE 


yuld be $42 million. I think what Mr. Grant has said is that 
| 
4@ actual cost of financing and design would be more like $6. B75? 


) Mr. Grant: If you took the $28,@@ construction cost as 
| — 


own there, that was based on a 1,200,000 sq. ft. overall building. 





Mr. Shibley: Yes. 


[Se 


Mr. Grant: And adding the architectural fees, interim 





Mancing costs, and the tunnels, we come to a total of $42 million. 


| Zz 
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June 20, 1973 
12:05 - 12:10 p.m. 
~~ H-614-3 B.G. 


(Mr. Grant ) 
A a 
\ That works out to ¥ $35. a Sq. 3% overall. 


Mr. Shibley: I see. That's an inclusive figure in terms 


of rentable and other space. 


, Mr. Grant: Total building size. 





Mr. GBnest: Gross space. 





Mr. Shibley: Gross space. Is that correct? 
Mr. S@@@ Smith: That's right. 





Mr. Shibley: Now, in the eesse second half of this page, 





Mr. Smith, the bottom line appears to be a calculation of the 


rentals again, predicated on the upper figures as to cost, so 


that at a $26 .#@ per sq. ft. cost # of construction, it would 
be 446; at $28 @@ per sq. ft., it would befy7i; and at <=, 
$30.68 per sq. ft., it would be 796. Is that correct? 
Mr. Smith: That's right; that's right. 


Mr. Shibley: Now, again, seizing upon the $28 ~t@ 








‘figure, because you mentioned that an #-ae@Sa% inclusive figure 


“would be $34 ,@@ under this column; is that correct? 





Mr. Smith: Well, Mr. Grant says it should be about 
$34.75,, I guess. 





| Mr. Shibley: $34.75. And at $34.75 cost per sq. ft. 





the rental rate that you ag are computing here would bef47i. 


Mr. Smith: Right. 














Mr. Shibiey: I might say the reason, members of the 





committee, that I am zeroing in on this column, is that I am 


\trying to equate it with the $34,@8 per sq. ft. quotaton of 





Canada Square, for which they quoted a rental of Pygy. And that 


|was the basis upon which the agreement was mee made subsject 


to some ~amrialions, 


t 
4 
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(Tape H-625 follows) 
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12.10 to 12.11 pm 
fvk 








Mr. Chairman: Mr, Shibley states that he will be more 





so 
than five or 10 minutes in finishing this ‘we’ we will zsmegEs 
Recess UNTIL 3B o'ceocm THis AFTERNDDAS, 


Now 








It being 12:11 of the clock, p.m. the committee took recess. 









pe PD eal orale 


» 


-, ous 
vies: ‘tite ot sndtt. Se 5 mann d? 


Ve aan LL Ta owe elit antcakmen rut 
Wess a Tah: air -A3033'G 







i - ; vy 7 ; " 


sows duos segiimiod ofd im. q ,#a0fo end to iiss anted. ar 7 | 


5 








INDEX TO EXHIBITS 






Exhibit Page Description 


ATO. 603-1 Working File - 


Ellis-Don Ltd. 
re New Head Office Building. 


eee ee ce ee ree cee eet ee es ee 








a a 








BINDING SECT. NOV 15 1974 


